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FOREWORD 


The Report of the Royal Commission on Price Spreads of Food 
Products, signed by the Commissioners, was released on November 30, 
1959. The Report consisted of Volumes I and II, In the Introduction 
to Volume I reference was made*to a supplementary volume (Volume III) 
which would consist of research documents, statistical data, and more 
extended studies of the marketing of particular commodities. The pre- 
paration of Volume III has now been completed. 


The research papers, on which the material presented in Vol- 
ume III is based, were available to Commissioners during the conduct 
of their inquiry and in connection with the preparation of Volumes I 
and II comprising the signed report of the Commission, Subsequently 
a number of these papers have been revised and edited for publication. 
Although the preparation of Volume III proceeded on instructions from 
the Commissioners, they have not reviewed the revised and edited docu- 
ments contained in this volume. The volume is not signed by the Com- 
missioners. 


The original research papers were prepared by members of the 
Staff of the Commission, either individually or co-cperatively. The 
editing of the papers for publication in Volume III has been done by 
Dr. J. A. Dawson, Secretary, and Mr. J. Be Rutherford, Director of 
Research. In the acknowledgments in Volume 1, reference was made to 
the contribution of members of the research staff to the program of the 
Commission. Because of the extent of joint effort involved in the pre- 
paration of the original papers and the substantial revision in prepar- 
ing the papers for publication, it would not be appropriate to attri- 
bute them to particular members of the staff. Reference may be made to 
contribution of Dr. W. M. Drummond, a member of the Commission, in the 
preparation of two of the papers included in this volume: The Role of 
Co-operatives in Canadian Food Marketing; and The Role of Marketing 
Boards in Canadian Food Marketing. The agricultural commodity studies 
which form a substantial part of this volume were carried out under the 
direction of Dr. W. E. Haviland, A complete list of the research staff 
follows. 
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THE ROLE OF CO-OPERATIVES IN CANADIAN FOOD MARKETING 


For all practical purposes it may be said that organization 
and operation along co-operative lines have been an integral part of 
Canadian agricultural development. By far the larger part of the co- 
operative activity has been undertaken by farmers, with fishermen 
being responsible for a good deal of the remainder. While quite a 
number of co-operatives have been formed by consumers and particularly 
in more recent years, co-operation undertaken exclusively by and for 
consumers, has always constituted a relatively minor part of the total 
picture. In this respect the Canadian experience has been in marked 
contrast to that of such food-importing countries as England and 
Germany where the first co-operatives were formed by consumers and 
where consumer co-operation has always been the main consideration. 


If co-operation in Canada has been primarily agricultural 
co-operation, it is also true that the major part of the agricultural 
co-operation has been mainly concerned with the marketing of farm pro- 
ducts. Indeed, until comparatively recent years, agricultural co- 
operation and co-operative marketing were virtually synonymous. As 
the number and economic significance of farm cost items has increased, 
however, the co-operative purchase and distribution of farm production 
goods and general farm supplies have assumed steadily increasing 
significance. Much of the growth of this type of co-operation has 
occurred within the last twenty years. In many cases co-operatives 
already engaged in marketing have expanded their activities to in- 
clude the purchasing of supplies as well. Finally, there are co- 
operatives which are designed to provide various kinds of services. 

Of these the ones which supply short-term credit have much the longest 
history and are the most numerous. Other service co-operatives pro- 
vide various kinds of insurance, electric power and telephone service, 
housing and a few even undertake to conduct funeral homes, 


The development of the co-operative movement has been 
accompanied by a lot of experimentation. A natural result of this is 
thet co-operative associations do not conform to any standardized pat- 
tern in their forms of organization or in respect of their operating 
practices. Diversification in these respects has been further added 
to inasmuch as different types of economic activity and different 
sections of the country have given rise to different problems. There 
is variation from area to area and industry to industry in respect of 
such things as the methods of financing, the extent and legal basis of 
operation and even in the terminology used to describe the organization 
and operation. Moreover, the terminology and the co-operative 
practices are both subject to more or less continuous change, 


1 It may be noted, however, that there have been at least a few ex- 
ceptions to this general rule. For example, The British Canadian 


Co-operative Society at Sydney, N.S», which is a consumer co-oper- 
ative and which now has a membership of 9,000, has been operating 
continuously since 1906, 


Despite this wide measure of variation, however, a general 
attempt has been made to ensure that co-operative organizations, 
regardless of their specific purpose or scale of operation, adhere to 
certain general principles which are ordinarily referred to as the 
recognized principles of the co-operative form of business organiz- 
ation. One of these is the concept of open membership, that is, the 
idea that membership in the organization should be open to all who 
wish to join and that no prospective member should be barred from 
membership because of his financial status, 


A second principle aims at securing democratic control by 
requiring that no member can have more than one vote, no matter how 
many shares he may own, This is sometimes referred to as the one- 
member one-vote plan. Another principle is that which states that the 
rate of interest paid on any capital invested in the enterprise by the 
members shall be kept within definite limits. Another very important 
principle is that which provides that any surplus remaining after the 
costs of doing business have been met shall be distributed among the 
members in proportion to the extent of their patronage, i.e., in pro- 
portion to the use which they have made of the co-operative's services, 
In addition to these general principles there are some basic rules 
which co-operatives try to follow. One such rule, which is almost uni- 
versally applied in Canada, provides that co-operatives will sell or 
buy any goods handled at regular market prices. Other rules which tend 
to be somewhat less strictly adhered to include the provision that trad- 
ing is to be done on a cash rather than a credit basis and the arrange- 
ment which makes financial provision for co-operative educational or 
promotional activities. 


Those who have undertaken to provide a satisfactory defini- 
tion of a co-operative have really been attempting to incorporate the 
foregoing principles in a single, concise general statement. One of 
the best of the many definitions which have been offered is found in 
Chapter 3 of the "Report of the Enquiry on Co-operative Enterprise in 
Europe, 1937" issued by the Government of the U.S.A. It is also the 
definition which appeared in the brief presented to the Commission by 
the Co-operative Union of Canada, it reads as follows: 


"A co-operative enterprise is one which belongs 
to the people who use its services, the control 
of which rests equally with all the members, 
and the gains of which are distributed to the 
members in proportion to the use they make of 
its services," 


To this one might add that those who join or patronize a co-operative 
do so purely voluntarily. In a co-operative both membership and 
patronage are intended to be entirely voluntary. 


1 In some countries such as Sweden, where co-operatives are more firm- 
ly established than in Canada, this rule does not apply. In such 
cases the aim of co-ops is to offer real price competition, 


The General Nature of Co-operative Development 


As already indicated, interest in co-operation during the 
earlier stages of development centred mainly in the marketing sphere. 
Co-operative marketing was introduced gradually in all parts of Canada 
and in respect of almost all farm products. The movement first took 
concrete form in the 1870's when farmers began organizing and operating 
cheese factories and creameries. While these represented joint action 
for mutual benefit, they were rather loosely formed and unincorporated. 
Gradually, however, as organization became more permanent in nature, 
efforts were made to have the newly formed organizations incorporated 
under the general company laws of the provinces. From about 1890 to 
1910 many co-operatives were incorporated in this way. But since the 
ordinary company laws made no provision for payment of patronage divi- 
dends, limitation of returns to capital and restriction of voting 
privileges, they were not too suitable for the incorporation of associ- 
ations which were intended to operate in accordance with co-operative 
principles. 


There was also the fact that many small groups of farmers 
could not afford the cost of incorporating under a companies act. 
These limitations gradually resulted in the enactment of special co- 
operative legislation by the various provinces. Such legislation, 
which has permitted incorporation at purely nominal cost has existed 
in all the provinces for many years. In fact some of the provinces 
have several co-operative acts. On the other hand there is still no 
special federal statute under which co-operatives may be incorporated 
despite repeated representations urging such legislation. 


While the great majority of co-operatives are still relative- 
ly small and local in character, a great many of them have federated 
to form regional or provincial associations and thereby obtain the 
benefits which result from large-scale operations. In certain cases, 
where specialized production has been largely concentrated in particul- 
ar areas, co-operative organization has tended to develop on 4 regional 
rather than a provincial basis. In a few important instances, also, 
the desire to secure additional economies of scale or additional abili- 
ty to bargain or influence price has resulted in interprovincial or 
even nationwide orgénization. 


Proportion of Food Marketing Performed by Co-operatives 


In order to determine the degree of importance that should be 
attached to the part played by co-operatives in food marketing, it is 
necessary to find out how much of the marketing is being done by the 
co-operatives and whether their proportion of the total is changing. 
The fact, however, that marketing involves a series of steps or turn- 
overs, that the number and nature of these vary greatly from product 
to product and that the marketing channels are generally complex, makes 
it extremely difficult if not virtually impossible to obtain data which 


measure, with any degree of exactitude, the total extent of the mrket- 
ing performed either co-operatively or non-co-operatively. For comp- 
lete and accurate information one would need such data for the country 
as a whole and the products as a group as well as for each region or 
province and commodity group. Since such informetion is not available 
it is necessary to reach conclusions based on the much more limited 
data which are available. 


Some conception of the actual situation may be obtained by 
examining information relating to the performance of particular mar- 
keting functions, Table 1 indicates the manner in which the assembl- 
ing function was shared by the different forms of business organiz- 
ation, including the co-operative form, in 195l. 


TABIE 1 - ASSEMBLERS OF PRIMARY PRODUCTS, CANADA, 1951 


Total Number 
of 
Establishments Sales 
($ thousand he 
Total Report ing* 1,894 100.0 876,471 100.0 
Individual Proprietorship 94,5 49.9 9325473 UGS 
Partnership 237 25 103 ,398 Is 
Incorporated Companies 336 Leo 320,682 36.6 
Co-operative Associations 370 Diets 318,198 36.3 
Miscellaneous 6 03 720 Ove 


a Of the total number of 7,179 assemblers of primary products, 6,779 
dealt in products with which the Commission is concerned. Of these 
5,285 grain elevators did not provide the above breakdown. Thus 
the 1,894 establishments which are included in the table do not in- 
clude these elevators. On the other hand 400 assemblers which 
handle products with which the Commission is not concerned, are in- 
cluded. 


Source: 1951 Census of Distribution, Wholesale Trade, Table 13. 


According to the table 36.3% of the sales value of these 
primary products was assembled by co-operatives. It is obvious, how- 
ever, that this figure should be raised considerably to allow for the 
assembling done by the grain elevators. 


In order to make the required adjustment it is necessary to 
refer to Table 2 which shows the number and kind of assemblers to- 
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gether with the value of the assembled products, 


According to the table, grain accounted for almost exactly 
half of the total sales value in 1951. This fact, when combined with 
the assumption that approximately half of the grain was assembled by 
co-operative elevators,! leads to the conclusion that co-operative as- 
sembling of grain constituted 25% of the sales value of all products 
assembled. Since, as already noted, co-operatives assembled 36.3% of 
the products other than grain, and since these latter products repre- 
sented half the value of all products assembled, it follows that the 
co-operative assembling of products other than grain constituted half 
of 36.3% or 18.2% of the sales value of all products assembled. 


Since co-operative assembling of grain accounted for 25% of 
all assembling and since co-operative assembling of products other 
than grain accounted for a further 18,2%, a total co-operative assembl- 
ing figure of 43% is arrived at.~ This figure, of course, is for one 
year only and includes all food products and all sections of the 
country. 


The extent of co-operative participation in the processing 
of food products is shown in Table 3. The table indicates that, dur- 
ing the 1949-57 period, the percentage of all processing establish- 
ments which were co-operative varied from slightly less than 11% to 
slightly less than 12%. It also indicates that, during the nine 
years, these co-operative establishments did about 6% of the total 
processing. 


Since the percentage of establishments which are co-oper- 
ative is significantly larger than the percentage of processing 
which is done co-operatively, one may reasonably conclude that the 
average size of the co-operative processing plants has been consider- 
ably smaller than that of the non-co-operative plants. The explan- 
ation for this becomes apparent when it is realized that no less than 
538 of the 855 co-operative establishments in 1956 were engaged in 
processing dairy products and that the great majority of them were 
purely local cheese factories and creameries. The fact, however, 
that the number of co-operative plants and the co-operative percent- 
age of all plants have both shown a steady if gradual decline while 


1 At December 1,1957 some 2,622 or slightly over 49% of the grain 


elevators in Western Canada were co-operatives, being owned by the 
three provincial pools and the United Grain Growers Limited. These 
co-operative elevators represented approximately 55% of the licens- 
ed country-elevator capacity. 


2 In arriving at the figure of 18.2%, it was assumed that when the 
total sales figure of $876,471 thousand in Table 1 is reduced to 
$682,212 thousand (the non-grain part of the total sales figure in 
Table 2) the co-operative sales figure of $318,198 thousand in 
Table 1 should be reduced by a corresponding percentage. In other 
words it was assumed that some of the 400 assemblers included in 


Table 1 which handle products which are not of interest to the 
Commission were co-operative assemblers. 


the co-operative plants have continued to do about the same percentage 
of the total processing suggests that, on the average, the co-operative 
plants have been getting larger. The fact is that co-operative process- 
ing plants have been getting fewer and larger for several reasons. For 
one thing recent increases in farm production per unit of area have 
made for a larger scale operation by increasing the amount of product 
which had to be processed in a given area. In some cases the replace- 
ment of two or more small co-operatives by a larger one has become 
possible as plants have been destroyed or become worn out or obsolete. 
More important is the fact that many local co-operatives have found it 
physically and financially possible (partly because of transportation 
improvements), and technically as well as economically necessary to en- 
large their scale of operations either through merger or otherwise. In 
many instances the newer and more expensive equipment required to per- 
form additional kinds of processing in multi-purpose plants cannot be 
used efficiently except in conjunction with the volume resulting from 
the merger of two or more co-operatives. The wholesale reduction in the 
number of co-operative cheese factories and reer sc* in recent years 
has been due mainly to factors such as these. 


The most significant conclusion to be drawn from the data con- 
tained in this table, however, is that the share of the processing which 
is done co-operatively has been barely holding its own, This revel- 
ation may come as somewhat of a surprise to many people who realize 
that recent years have witnessed a steady if gradual increase in both 
the dollar value and the absolute amount of processing done by co-oper- 
atives. Indeed the figures in Table 3 bear witness to this fact. 
However, parallel increases have occurred in the total amount of pro- 
cessing. Since total processing and co-operative processing have in- 
creased at roughly similar rates, the co-operative share of the process- 
ing has remained relatively unchanged. In connection with this share, 
however, there is reason to believe that it is at least slightly larger 
than the figures in the last colum of Table 3 suggest. It must be 
noted that this table relates to beverages as well as foods. And since 
there is no record of any co-operative processing in the beverages in- 
dustries, the value of the beverage products should be subtracted from 
the total value figures in Table 3 before calculating the co-operative 
share. If this adjustment were made, the share of co-operatives would 
be between 7% and 8%. 


While such a figure may give a fair indication of the relat- 
ive importance of co-operative processing for Canada as a whole and 
food products as a group, the fact is that this importance varies great- 
ly from area to area and product to product. Some conception of the 
nature and extent of these variations may be obtained by examining the 
data in Tables 4, 5 and 6 which relate to the situation in 1956, the 
latest year for which information was available. 


From these tables several conclusions can be drawn. For one 
thing, it is evident that the proportion of Canada's livestock and 


1 In 1949 there were 680 co-operative cheese factories and creameries 
or 37% of the total of 1,862. By 1956 the total number had been re- 


duced to 1,369; of these 532 or 39% were co-operatives. 
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fruits and vegetables which is processed co-operatively is extremely 
small, being just over 2% in the case of livestock and 2.3% in that of 
fruits and vegetables. These percentages are, therefore, very much 
smaller than the corresponding one for all products considered as a 
group. In the second place it is obvious that the part of the live- 
stock and fruit and vegetable processing which is done by co-operatives 
is very unevenly distributed throughout the country. Co-operative 
livestock processing takes place only in Quebec and Ontario.+ In the 
case of fruits and vegetables, co-operative processing is confined al 
most entirely to British Columbia, Quebec and the three Maritime pro- 
vinces. Examination of the gross selling values also makes it evident 
that by far the greater part of it takes place in British Columbia. 
Only a small fraction of the processing in Nova Scotia, New Brunswick 
and Quebec is done co-operatively while the co-operative percentage in 
Prince Edward Island is nearly a third of the provincial total but only 
an insignificant part of the all-Canadian total. 


A third conclusion and one which is especially significant 
is that most of the co-operative food processing in Canada actually 
consists of the co-operative processing of dairy products. No less 
than 27.4% of all dairy product processing in Canada is done co-oper- 
atively. Equally noteworthy is the fact that co-operatives do a really 
significant proportion of the processing of dairy products in all parts 
of the country. The proportions are particularly large in Saskatchewan, 
Alberta and British Columbia, being nearly half in Alberta and around 
two-thirds in the other two provinces. 


Some further interesting conclusions result from an examin- 
ation of the data in Table 5. It may be noted, for example, that the 
relationship between the percentage of product handled co-operatively 
and the percentage of all establishments which are co-operative varies 
widely from province to province. Whereas in Nova Scotia 20% of the 
plants were required to do 9% of the processing, in New Brunswick al- 
most one-third of the processing was done by 23% of the plants, Like- 
wise 48% of the Quebec plants were required to process the co-oper- 
ative share of 28%, whereas Ontario's share of 18% was processed by 
18% of the plants in that province. In each of the Prairie Provinces 
the percentage of plants which were co-operative was approximately the 
same as the percentage of product processed by co-operatives. In con- 
trast, we find that in British Columbia the co-operative plants which 
formed considerably less than one-third of the total number did close 
to two-thirds of the processing. These figures suggest that the co- 
operative establishments were a good deal smaller than the non-co-oper- 
ative ones in Nova Scotia and Quebec, that both kinds were about the 
same size in Ontario and the Prairie Provinces, that co-operative es- 
tablishments were somewhat larger than the others in New Brunswick and, 
finally, that in British Columbia the co-operative plants were distinct- 
ly larger than the non-co-operative ones, 


1 A co-operative packing plant is being developed in Halifax but has 
yet to commence operations, 
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As mentioned earlier the number of co-operatives organized b 
and _ for consumers has been distinctly limited to date. In addition, 
however, to the food that is retailed by the consumer co-operatives 
that do exist, a significant and steadily increasing amount is purchas- 
ed by those consumers who buy through co-operatives which handle farm 
producer goods and general household supplies. Table 7 gives a general 
indication of the part which co-operatives have played in food retail- 
ing during the past decade. 


There are two main conclusions to be drawn from this table. 
The first is that only a small part of the retail marketing of food in 
Canada is done by co-operative associations. The actual proportion is 
in the neighbourhood of 2%. Almost equally significant is the fact 
that this percentage shows no signs of becoming any larger. On the 
contrary there would appear to be a slight tendency in the other direc- 
tion. Even though the actual volume of co-operative retail sales has 
increased both steadily and fairly markedly, the fact is that these 
gains have been paralleled by corresponding increases in total retail 
food sales. As a result the relative importance of co-operatives in 
retail-marketing has remained substantially unchanged, 


In order to reconcile the small percentage of food retailing 
done by the co-operatives with the relatively large number of co-oper- 
ative associations which participated in retail marketing it is necess- 
ary to remember that the great majority of the associations indicated 
in the last colum of Table 7 are general farm purchasing co-operatives 
which have been primarily concerned with the handling of commodities 
other than food. Indeed in many cases the food part of the business 
has been a relatively minor if not an incidental part of the total. 


While co-operatives play a fairly minor role in the all- 
Canadian food retailing program, it should be stated that they perform 
quite a substantial part of the retailing in several urban centres in 
the western provinces and in a few limited areas in other parts of the 
country. Generally speaking, co-operative participation is important 
only in those relatively few places where sizeable consumer co-operat- 
ives have been organized. 


General Summary Regarding Degree of Co-operative Participation 


From the foregoing discussion the following general conclus- 
ions appear to be warranted. In the first place it is evident that by 
far the larger part of co-operative marketing activity has thus far 
taken place at the local-assembly level, i.e., at the first of the sev- 
eral stages which constitute the total marketing undertaking. The 
evidence shows that only 7 or 8% of all farm food products are processed 
co-operatively and that it is only in the case of dairy products that 
co-operative processing has made any significant headway and that even 
here there has been no tendency for the co-operative percentage to rise, 
When it comes to the retailing stage it is quite apparent that co-oper- 
atives have not played any significant part in the total picture. De- 
spite notable successes in a few isolated instances, development of a 
few fairly large-scale co-operative retail stores, and a steady in- 
crease in the absolute volume of retail sales in recent years, the co~ 
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operative percentage of the total retail business has hardly been able 
to hold its own. Indeed it has shown a slight downward tendency in 
recent years. 


Specific Functions Performed by Marketing Co-operatives 


In the preceding section it was stated that most of the co- 
operative marketing activity has been undertaken at the local-assembly 
level, that co-operative processing has accounted for a much smaller 
part of it, and that co-operative retailing has been relatively in- 
significant. In other words, it has been suggested that co-operative 
marketing activity has tended to become much less pronounced as one pro- 
ceeds from the initial to the final stages of the total marketing pro- 
cess. While such statements give a correct general picture of the 
actual situation, it is necessary to explain in somewhat greater detail 
the specific nature of the tasks or functions which the co-operatives 
actually perform in order to get a really clear understanding of the 
part played by co-operatives in marketing. 


According to the D.B.S. Census of Distribution, establishments 
which are officially listed as assemblers may vary considerably in type 
but must all possess one distinguishing feature. Whatever their other 
characteristics or functions, they are not regarded as assemblers for 
statistical purposes unless they engage in the direct purchase of prim- 
ary products for subsequent marketing either on their own account or on 
a commission basis. This means that, among other things, they buy the 
products from the farmers or other primary producers and, in so doing, 
they participate in the creation of a market and the establishment of 
the initial or farm price. In addition to this, however, assemblers 
are normally responsible for performing one or more additional tasks. 
The actual nature and number depends on various factors such as the 
type of commodity or commodities being handled, the market area being 
covered, the scale of operation, etc. 


A few examples will serve to indicate the variety of situa- 
tions which actually exist. As already noted, a large proportion of all 
co-operative assembling establishments consists of the country elevators 
which constitute an important link in the marketing of Western Canadian 
grain. In the marketing of this commodity the farm producer hauls the 
grain to the door of the elevator. There it is received by an elevator 
employee who weighs, grades and deposits it in a bin and then gives the 
farmer what is called an initial payment. The amount of the payment 
will be directly related to the recorded weight, the determined grade, 
the distance of the elevator from Fort William and the size of the ini- 
tial payment which is established annually by the Canadian Wheat Board. 
In addition to his cheque and documents indicating the weight and grade, 
the farmer is given a participation certificate which entitles him to 
receive one or more additional smaller payments at later dates follow- 
ing the sale of the grain and the determination of the extent ot the 
supplemental payments by the Wheat Board. On being placed in the ele- 
vator the grain is insured and stored there until such time as it be- 
comes possible and desirable to transport it further east or west to a 
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terminal elevator. When that time comes the country elevator employees 
transfer the grain from the elevator bin to a box car ana make whatever 
additional shipping arrangements may be necessary. In performing these 
several functions the elevator is acting as the agent of the Canadian 
Wheat Board. For its services it receives so much per bushel depending 
upon the kind of grain handled and the length of the storage period. 
The permitted rates are set and periodically revised by the Board of 
Grain Commissioners. It should also be noted that each local elevator 
is simply one link in a very long chain operated by one of the three 
Western pools or the United Grain-Growers Co-operative Company. 


A case somewhat similar to the foregoing is that relating to 
the marketing of apples in British Columbia. In the Okanagan Valley 
there is a relatively numerous group of establishments commonly referred 
to as packing plants. While some of them are owned by private individ- 
uals or companies, a larger percentage are co-operative in character. 
When a grower harvests his apples he trucks them to one of these plants, 
The co-operative packing plant then undertakes to pack, grade, store 
and (later) load the apples into a railway car and ship them when asked 
to do so by B.C. Tree Fruits Limited, the central selling agency of the 
B.C. Fruit Board. The grower's choice of packing plant is normally 
made in the spring or beginning of the cropping season rather than at 
harvest time. In fact the growers are actually under contract with the 
packing houses to deliver their fruit to them. What happens is that the 
grower secures his supplies such as fertilizer, spray materials and con- 
tainers from a packing house as needed and agrees to deliver his apples 
to that particular establishment when harvest time comes, It is impor- 
tant to note that the packing houses are in the supply business and that 
in addition to apples, they handle other kinds of fruit and vegetables 
in most cases. 


The packing houses are required to keep the central selling 
agency informed regarding the supplies which they have on hand. By this 
means the central selling agency is kept constantly aware of exactly how 
many apples of each grade and variety are available and the particular 
plant or plants in which they are stored and from which they can be 
shipped. Whenever the selling agency (B.C. Tree Fruits Limited) receiv- 
es an order from a broker it immediately confirms the order and tele- 
phones a packing house asking it to load a car and have it ready for 
shipment by a specific time, usually the next day. When the car is load- 
ed the packing house notifies the selling agency's office giving parti- 
culars concerning the contents of the car, the car number, and the type 
of heating equipment. 


In this particular marketing set-up the same price is paid by 
the selling agency for all apples of the same grade or quality. That 
is, it is a pooled average price. From this price the packing houses 
deduct their charges for performing the various functions mentioned 
above and return the balance to their grower patrons, It is this bal- 
ance which constitutes the farm or producer price. Since different 
packing houses have different efficiencies and charge different amounts 
for their services, this price tends to vary somewhat from producer to 
producer, 
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It will thus be seen that a co-operative fruit packing plant 
occupies a position roughly comparable to that of a co-operative grain 
elevator, While neither the plant nor the elevator has any bargaining 
or price-setting authority in the strict sense, both reduce the price 
received by producers to the extent of the amount charged for their 
services, Likewise, so far as participation in buying is concerned, 
both operate as agents of a single price-determining authority. In both 
cases, also, any co-operative net earnings obtained are derived from 
charges made for performing specific services and not from buying and 
selling operations. A major difference, however, is that, whereas an 
elevator is but one link in a very long chain, most co-operative pack- 
ing plants in the Okanagan are separate units. 


In the marketing of Nova Scotia apples the assemblers, whether 
co=operétive or other, are known as dealers, Generally speaking, they 


perform much the same functions as are undertaken by the packing houses 
in British Columbia. They normally pack, grade, store and ship the 
fruit. But, unlike the B.C. packing houses, a co-operative dealer in 
Nova Scotia actually buys the apples and takes possession of them in its 
own right and undertakes to sell the apples on behalf of its farmer- 
members, The amount obtained minus the co-operatives! operating costs 
constitutes the producer price. Since, however, the co-operative usual- 
ly ships and sells to wholesalers and, sometimes, directly to chain or 
larger independent retailers, the producer price tends to approach the 
processor or wholesale price as well, 


Where a co-operative assembling firm operates on a large 
scale as happens in the case of Scotian Gold which handles a large per- 
centage of the total crop, the functions performed include a very con- 
siderable amount of processing. To this extent such a firm may be 
looked upon as a processor even though it is primarily concerned with 
the functions usually included under the general heading of assembling, 


What has been said here in respect to the Nova Scotian situa 
tion applies also, generally speaking, to co-operative apple marketing 
in Ontario and Quebec. The actual number of functions varies somewhat 
with the size of the co-operative and the area served by it. The larg- 
er co-operatives are better equipped with storage and grading facilities, 
are more likely to undertake a certain amount of processing, and certain- 
ly are better able to deal directly with large retailers, 


The functions performed by co-operatives handling dairy pro- 
ducts differ in some important respects from those already mentioned, 


Regardless of what else they may do, dairy co-operatives almost invari- 
ably engage in some degree of processing. In view of this they are 
naturally classified as processors even though they usually perform 
other functions in addition to the processing. Moreover, inasmuch as 
the initial or producer price of the farmer's milk or cream is received 
from them, they may be thought of as assemblers as well as processors. 
Apart from this, however, the fact is that the number and nature of 
their functions varies considerably depending mainly on the scale of 
operation. Where the co-operative is a relatively small local establish- 
ment which operates as an independent unit it will be primarily concern- 
ed with obtaining raw material in the form of milk or cream, processing 
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it and disposing of the processed products. Indeed, apart from a cer- 
tain amount of storing, curing and packaging, it is unlikely to have 
any other interests, On the other hand, where the co-operative is 
sufficiently large as, for example, in the case of the Fraser Valley 
Milk Producers! Association, the Northern or Central Alberta Dairy 
Pools, the Saskatchewan Cooperative Creamery Association, the recently 
constituted United Dairy and Poultry Cooperative in Ontario or the 
Cooperative Agricole de Granby in Quebec, several activities apart from 
processing proper are likely to form part of the total operating program. 
Such larger co-operatives often transport the milk or cream from the 
farms to the processing plants, In most cases they do the wholesaling 
while those selling liquid milk and cream do the retailing as well. 


To a considerable extent the storage plants of the Saskatche- 
wan Cooperative Creamery are used to provide a public cold storage 
service. This co-operative also acts as sales agent on a consignment 
basis for Delnor Frozen Foods and undertakes to obtain supplies for 
private ice cream dealers. Moreover, whereas many smaller co-operatives 
tend to concentrate on processing a single product such as cheese or 
butter, the larger ones are usually equipped to turn out a fairly wide 
range of dairy products, Indeed they commonly combine the handling of 
other commodities such as poultry and eggs with the dairy business, 


Along with the processing proper most dairy co-operatives do 
a considerable amount of packaging. This is particularly true in re- 
spect of butter, a large part of which is made into pound or half-pound 
prints and wrapped before leaving the creamery. It is also true in the 
case of those co-operatives which retail fluid milk and cream, In such 
cases the pasteurizing process is naturally followed by the bottling 
and actual delivery of the product to the consumer, 


From what has just been said it will be evident that, while 
all dairy co-operatives undertake at least some degree of processing, 
most of them act as assemblers and wholesalers as well. And, in parti- 
cular cases, as where the distribution of milk and cream is undertaken, 
they even perform the retail functions. 


Co-operatives engaged in livestock marketing are of three 
types. One type consists of local livestock shipping clubs or associ- 


ations, Such an organization simply represents joint action on the 
part of a group of farmers in a local area to the end that the margin 
taken by independent drovers may be eliminated. Such associations are 
generally unincorporated and somewhat loosely organized and operated. 
Some farmer or other person in the area orders a livestock car or other-=- 
wise arranges for the loading and shipment of livestock on a specific 
date. He either visits or telephones farmers to ensure that sufficient 
livestock are forthcoming to fill the car and thereby keep the shipping 
costs per unit at a minimum. He also assumes responsibility for weigh- 
ing and loading at the shipping point. For these services he receives 
a moderate payment from the association. When loaded the livestock are 
consigned to a central livestock market where they are sold by either a 
co-operative or private commission agency. In some cases they are sent 
directly to co-operative packing plants where such exist. In many in- 
stances the association is affiliated with the co-operative commission 
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agency or packing plant which disposes of the livestock. Thus co-oper- 
ative shipping associations in Alberta operate in conjunction with the 
Alberta Livestock Co-operative Limited which acts as a central selling 
organization with selling agencies at the Edmonton and Calgary yards. 
Similarly the livestock commission department of the Saskatchewan Wheat 
Pool acts as the sales agency for shipping associations in Saskatchewan. 
Likewise in Ontario the few remaining shipping associations ordinarily 
sell through United Co-operatives of Ontario which sells livestock on 
commission on the Toronto livestock yards. When sales are completed 
the selling commission, yardage charges and transportation costs are de- 
ducted from the selling receipts and a cheque for the balance together 
with an itemized statement is mailed directly to the individual members 
of the shipping association. 


While most livestock co-operatives are either local shipping 
associations or central commission selling agencies, there are also a 
few in Ontario and Quebec which take the form of packing plants. The 
Cooperative Federee in Quebec operates three such plants while the 
Copaco plant at Barrie, Ontario with about 1,500 farmer members in that 
general area has been operating for nearly 30 years, While primarily 
processing establishments, these plants also act as assemblers and whole- 
salers, For the most part their processed products are sold to retail- 
ers and, to some extent at least, are taken to the retail stores in the 
co-operatives! trucks. The prices received for these products less the 
co-operative's costs of operation are returned to the farmers and thus 
form the producer price. This price may, of course, be supplemented 
later by the amount of any patronage dividend which may be paid at the 
end of the co-operative's financial year, 


Effects of Co-operatives on Prices and Price Spreads 


It would seem that there are only three possible ways in 
which a co-operative might bring about higher producer or lower consum- 
er prices. If it was larger, stronger or for any reason more efficient 
than its private competitors, it could presumably demonstrate this 
superiority by paying higher prices to producers or accepting lower 
prices from consumers. If, on the other hand, it was not capable of 
doing this, its co-operative competition might still be strong enough 
to cause market prices generally to be more completely competitive and 
therefore more favourable to producers and consumers. And, finally, 
even though a co-operative might not be able to force competitors to 
raise or lower prices, it might at least find it possible to equal the 
less satisfactory price treatment being meted out by them. In other 
words, even though it might not be able to bring about better prices, 
it might be able to pay or charge prices that are just as as good. In the 
first two cases the improved prices resulting from co-operative action 
would benefit producers and consumers generally. In the third case, on 
the other hand, any price benefits would go to members of the co-oper- 
ative only and then only to the extent that the co-operative managed to 
supplement the price paid or charged by paying a patronage dividend. 


While it is possible to find illustrations of all three types 
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of situation just indicated, there are certainly very few cases where 
Canadian co-operatives have deliberately set out to pay more or charge 
less than their private competitors. An outstanding exception in this 
regard is the British-Canadian Co-operative Society in Cape Breton, a 
consumers! co-operative which has been operating continuously since 1906. 
While it now handles almost all consumer goods, its business for many 
years was mainly in foods including the operation of a fluid milk dis- 
tributing service and a bakery. It is significant that for years it 

has sold bread for 1¢ a loaf below the price regularly charged by com- 
petitors and has paid farmers 20¢ per 100 pounds more than the price set 
by the Provincial Milk Board. Moreover, because its dairy operations 
have shown a surplus, it has been able to return a patronage dividend 

to members 2nd thereby give them the benefit of a lower consumer price. 
By thus raising the producer price and lowering the consumer price, this 
co-operative has obviously managed to narrow the marketing spread so far 
as its own membership is concerned. 


That Canadian examples of the type just illustrated are ex- 
tremely rare is perhaps best indicated by the generally declared co-oper- 
ative pricing policy. In answering the Commission questions, represent- 
atives of co-operative unions and operating co-operatives at various 
centres were virtually unanimous in stating that the actual practice as 
well as the general policy was to pay or charge the going or regular 
market price in the area concerned. That is, they aim to abide by the 
widely recognized co-operative rule of buying or selling "at the market", 
This, however, does not meén that Canadian co-operatives have never been 
strong enough as competitors to help determine the level of these so- 
called regular market prices. On the contrary there have been a signi- 
ficant number of instances, and some of them affecting large numbers of 
producers or consumers, where market price levels have been definitely 
influenced by the competition supplied by co-operatives. In general, 
this type of influence over price making has tended to vary directly with 
the percentage of the product being handled by the co-operative. There 
can be little doubt, for example, that co-operatives such as the Sask- 
atchewan Co-operative Creamery Association, the Fraser Valley Milk Pro- 
ducers Association, the Maritime Co-operative Services, Scotian Gold and 
several others have been able to exert a very real degree of price mak- 
ing influence simply because they handled relatively large percentages 
of certain commodities in particular market areas, In certain circun- 
stances, however, the mere fact that these organizations were large scale 
and did a large percentage of the total business has not been sufficient 
to guarantee any pronounced degree of price-determining ability. Furth- 
er reference to this point will be made later. 


Since the great majority of the marketing co-cperatives are 
small scale local enterprises and since, in many cases, they market only 
a small fraction of the product, it follows that they have been unable 
to exert any pronounced influence on prices. In most such cases they 
have had to be content with falling in line with price levels establish- 


1 See brief presented to Commission by Co-operative Union of Canada, 
Proceedings, p. 4174. Information wes supplied also by this Co-oper- 
ative in the answers to the Commission's questionnaire, 
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ed by others whether they consider such prices satisfactory or other- 
wise. In certain instances, however, where the percentage of a com- 
modity handled in a particular market was reasonably large, even local 
co-operatives have managed to exercise a significant influence on prices 
paid or charged. 


This does not mean, however, that local co-operatives have 
never been able to obtain higher prices for their producer members, The 
fact is, however, that where such higher prices have been secured, it 
has usually been due to the fact that, because of co-operative organiz- 
ation, it has been possible to dispose of the commodity at a more ad- 
vanced level or stage in the marketing process and not because of any 
ability to bring about a higher price at any particular level. An 
illustration of such a situation is found in the operations of the 
Capital Co-operative of Fredericton. By adopting the policy of selling 
eggs directly to retailers rather than to packing houses and wholesalers, 
this co-operative has been able on occasion to increase the price re- 
ceived by its farmer members by several cents a dozen.~ 


A somewhat different example of price improvement effected by 
co-operation action is cited in the brief presented by Maritime Co-oper- 
ative Services. During the last five months of 1951 this co-operative 
shipped 26 cars of cattle from the Maritimes to Montreal. By simply 
selling in Montreal rather than in the Maritimes, net returns to produc- 
ers were increased by over $4,000 above what they could have received in 
the Maritimes. Moreover, the shipping of the cattle to Montreal appar- 
ently resulted in price advances in the Maritimes at a season when price 
declines normally occur. Because of this the action of the co-operative 
made it possible for all producers who sold in the Maritimes at this 
period to gain some price advantages, The statement just made points to 
something of very real importance regarding the possible effects of co- 
operative pricing action. Where that action causes changes in general 
market price levels the benefits of the higher or lower prices accrue to 
producers or consumers generally and not merely to those who happen to 
be co-operative members. On the other hand, where co-operative action 
is not sufficient to cause any change in general price levels, any price 
benefits received are likely to be due to special co-operative policies 
or the particular mode of operation characteristic of co-operatives and 
to go only to those who are co-operative members. In this connection it 
may be noted that one reason why many producers or consumers have not 
seen fit to join co-operatives is that they have been able to secure 
price improvements resulting from the action of co-operatives without 
having to share any of the burdens incidental to co-operative orgeniz- 
ation and operation, 


In the case cited above where the action of Maritime Co-oper- 
ative Services resulted in higher cattle prices for Maritime producers 
the result was obtained because the co-operative found it both possible 
and desirable to sell in Montreal rather than in the Maritimes, while 
it might be thought that this was something that could have been done 


1 See brief presented to the Commission by Maritime Co-operative 


Services Limited, Proceedings, pp. 1762-4. 
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by the producers acting individually as well as by the co-operative, 
the fact is that it would not have been economical to ship the cattle 
to Montreal in less than carload lots; this was possible only because 
the marketing was done co-operatively. Even were this not the case, 
however, co-operative action would have been necessary inasmuch as many 
of the individual producers would not have been in a position to obtain 
regular and reliable information regarding prices in the different mar- 
kets. 


If co-operatives can sometimes influence the price obtained 
by controlling the place of selling, they can equally expect to influ- 
ence price by controlling the time of selling. By undertaking storing 
operations they can reduce the supply offered at any specific time, ex- 
tend the marketing period in the case of seasonally-produced commodit- 
ies and thereby obtain a somewhat higher average price for the period. 
By performing place or time economies such as those just indicated many 
co-operatives have changed the supply and demand relationships and there-= 
fore the prices resulting from their interaction. It is also true that 
by performing certain marketing functions previously undertaken by 
other agencies, ouite a number of co-operatives have been able to re- 
tain ownership for producers until somewhat later stages of the market- 
ing process and to sell at the higher prices that naturally result from 
selling at those later stages. 


As already mentioned, a co-operative which may not be strong 
enough to influence the level of a market price may find it quite poss- 
ible to fall in line with an already established price. Where such is 
the case the operations of the co-operative may well result in its mem- 
bers receiving or paying the equivalent of a higher or lower price than 
producers or consumers who are not connected with co-operatives. The 
explanation of why this is so is somewhat as follows: 


While a co-operative has to pay interest on fixed and oper- 
ating capital just as private operators do, it does not have to declare 
a shareholder's profit. In the case of the co-operative the sharehold~ 
ers are the members and also the suppliers of the business. They are 
people who get their income from some activity such as farming and do 
not have to get it in the form of a profit out of their co-operative 
business, This means that a co-operative can actually operate at cost 
whereas other distributors, in addition to covering costs, must be able 
to provide the shareholders with a profit. In effect what this means 
is that, if a co-operative can operate as efficiently as other types of 
distributors, it will have a surplus over costs the same as the other 
distributors, But, whereas this surplus permits the private corpor- 
ations to declare a profit which is paid to their shareholders, it 
(the surplus) is returned to the co-operative members who are also the 
patrons in the form of a patronage dividend. Those who receive such 
a dividend are really getting the equivalent of a higher selling or 
lower buying price. On the other hand, the profit declared by a cor- 
poration cannot increase the selling price or reduce the buying price 
because it is not paid to the same people who sell to and buy from the 
corporation. Since payment of a patronage dividend gives producers the 
equivalent of a higher price and consumers the equivalent of a lower 
price, it results in a narrowing of the marketing spread so far as the 
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co-operative members are concerned. 


If it was the unfailing practice for co-operatives to pay re- 
gular and sizeable patronage dividends, their indirect effect on prices 
and on the width of the spread would certainly be significant. The fact 
is, however, that, for one reason or another, a good many co-operatives 
have not been able to declare patronage dividends either at all or with 
any degree of regularity. On the other hand, there are large numbers 
of co-operatives which have had long and outstanding dividend paying 
records. A few examples may be cited to indicate the actual accomplish- 
ments and possibilities in this connection. In the past 33 years the 
Saskatchewan Wheat Pool members have invested about $25 million in their 
co-operative mainly through elevator deductions on their grain. In the 
same period they have received back about $46 million in cash patronage 
earnings and at the same time have built up assets of nearly $60 million 
in the plants, elevators and equipment .+ Between 1906 when it was organ- 
ized and 1957 the British-Canadian Co-operative Society in Cape Breton 
returned to its members in patronage dividends over $5.3 million. More- 
over its 1957 report showed assets of over $1 million of which $800,000 
was owned directly as capital (not as reserve) by the members, The rate 
of patronage refunds for the year ending May 7, 1958 was 53%, the actual 
patronage refunds amounting to $180,428,.~ The Saskatchewan Co-operative 
Creamery which is now the largest single handler of butter, milk and 
poultry products in the province returned some $3 million in patronage 
refunds to farmer owners between 1946 and 1956.7 The Saskatchewan Dairy 
and Poultry Pool which had a membership of 40,000 and sales of $5.5 
million in 1956 returned some $80,700 in patronage refunds to its memb- 
ers in 1957.+ In 1956 Saskatchewan marketing co-operatives performed one 
or more marketing functions in respect of 42% of all eggs marketed, 56% 
of the poultry, 68.5% of the dairy products, 57% of the sheep, 31% of 
the hogs, 50% of the cattle and calves and 53.2% of the grain marketed. 
And over the years a total of over $100 million in patronage refunds 
from marketing co-operatives has been added to the income of Saskatchew- 
an farmers.” Moreover, because of the large percentages of products han- 
dled co-operatively, the Saskatchewan marketing cooperatives have un- 
doubtedly exerted a strong competitive influence on the determination of 
market price levels in general, 


United Co-operatives of Ontario is a central co-operative 
wholesale owned and operated by 150 local co-operatives which in turn 
are owned by 60,000 Ontario farmers. During the past 10 years this co- 
operative has returned to members the sum of $2,892,000 in patronage 
1 Brief of Co-operative Union of Canade, Proceedings, p. 4166. 

2 Reply to Commission questionnaire 


3 Brief, Co-operative Union of Saskatchewan, Proceedings, p. 1501; 
also reply to questionnaire 


4 Ibid. Proceedings, p. 1502. 


5 Brief, Co-operative Union of Saskatchewan, Proceedings, p. 1503. 
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dividends,” Of this amount, however, only a limited fraction was deriv- 
ed from the agricultural marketing business. In the year ending Septem- 
ber 1958, for example, total patronage returns amounted to $737,654 and, 
of this total, some $105,658 or abgue one-seventh represented savings 
made in connection with marketing.~ In March 1958 there were 513 agri- 
cultural co-operatives including two provincial organizations in the 
province of Quebec. These co-operatives had 69,000 farmer members and 
transacted business to the extent of $150.7 million of which 60% relat- 
ed to the marketing of farm products.~ The records show that during the 
last 20 years these co-operatives have paid their members at least $12 
million in cash patronage dividends without counting the important part 
of seve dividends which have been used for co-operative expansion pur- 
poses. 


That payment of patronage dividends has by no means been con- 
fined to the larger co-operetives can be readily seen by noting the 
situation in respect to any one of a large number of smaller local org- 
anizations. It may be noted, for example, that La Menagere, Rimouski, 
Quebec (a consumers! co-operative) paid its members a cash dividend of 
$4,150 in 1957 while a further patronage dividend of $4,576 was credit- 
ed to the loan or share accounts of its members in 1957; that Inter- 
national Co-operative Stores in Port Arthur paid a patronage dividend 
at the rate of 1% of sales in 1957; that Co-operative Farm Services of 
Moncton returned to butterfat producers 1¢ per pound butterfat bonus to 
all suppliers plus another 2¢ per pound to shareholder members in addi- 
tion to the regular price and also allotted to the consumer section of 
their dairy-creamery operations the regular consumer id Ba a divid- 
ends on any of these products sold through their store;~ that the Con- 
sumers Co-operative Society, Timmins, has returned $338,500 to its mem- 
bers as patronage dividends during its 27 years of operations; that the 
Sudbury Producers and Consumers Co-operative Dairy Limited, in addition 
to paying large producer dividends, has given a rebate of 1l¢ per quart 
to each customer who purchased one quart a day, and multiples of this 
amount to larger customers; that, in addition to the daily market price 
paid at time of delivery, the members of the First Co-operative Packers 
of Ontario received an additional payment in the form of a dividend of 
67¢ per hog at the close of the 1957 fiscal year; that Cooperative 
Agriculture de Granby refunded $25,552 in cash to its members in 1957 
and, in addition, credited $16,778 to their loan or share accounts;that 
Grand Falls Co-operative Society in Newfoundland, a consumers! co-oper-= 
ative handling 4 variety of commodities including food products, refund- 
ed $12,546 in cash to its members in 1957 besides crediting their loan 


1 Brief presented to Commission by United Co-operatives of Ontario, 
Proceedings, pe 2336. 


2 1958 Annual Report, United Co-operatives of Ontario 


3 Document of the Cooperative Federee de Quebec to the Royal Commission 
on Price Spreads of Food Products, p. 43. 


Ibid. 
5 Maritime Co-operative Services brief, Proceedings, p. 1761. 


27 


accounts to the extent of $12,703; that in 1957 the Harwood Co-operative 
Creamery, by paying a patronage dividend of $58,846, added 4.4¢ a pound 
to the price which its members received for butterfat; or that, the 
North Bay Co-operative Creamery declared a patronage dividend of $5,719 
ATL (9 


Some Limiting Factors 


While there is ample evidence to prove that co-operatives 
have exercised considerable influence over the prices received by pro- 
ducers or paid by consumers and at least some influence on the width of 
the spread, the fact is that there are several factors which have ser- 
iously limited the extent of this influence, especially in more recent 
years. 


To begin with, co-operative influence on price levels and 
price spreads is limited simply because the extent of co-operative 
participation in marketing is limited. Since, as already noted, the 
percentage of the commodities handled co-operatively is often distinct- 
ly limited even at the lower levels of marketing and since the percent- 
age becomes steadily and rapidly smaller as products move toward the 
consumers, it follows that the extent of co-operative influence will 
tend to correspond with this limited degree of participation. Moreover 
the fact that most of the co-operative marketing activity has been at 
the lower levels suggests that most of the influence which co-operatives 
have had on food prices hes been exerted at the producer rather than the 
consumer end of the marketing chain. 


Quite different are the limiting factors which become apparent 
when the actual facts relating to the marketing of specific commodities 
are examined. In at least some cases the limiting factors are really 
institutional obstacles. In the case of western grains, which constit- 
ute a major part of Canadian co-operative marketing, the four co-oper- 
ative marketing agencies, namely the three provincial pools and the 
United Grain Growers, can have had little or no influence on the selling 
price. The reason is that, since 1943, the selling function has been 
performed by the Canadian Wheat Board and not by the co-operatives. If 
farmers have received any additional income as a result of the activit- 
ies of the co-operatives it will have been achieved indirectly due to 
increased operating earnings. It seems probable that the equivalent of 
a very small increase in price has been obtained in this way since, dur- 
ing the last decade, the ability to keep elevator facilities in use on 
a capacity basis has added significantly to earnings. In the case of 
butter which represents another large part of the total co-operative 
marketing activity, the factor primarily responsible fcr determining 
the selling price has been the Federal Government price support program 
and not the creameries, whether co-operative or private. Government 
buying and selling operations have kept butter prices from dropping be- 
low certain levels during most of the last decade. While these oper- 
ations have virtually insured processors against the normal operating 


1 Unless otherwise indicated the information relating to the several 
co-operatives referred to above has been obtained from answers to 


the Commission's questionnaire, 
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risk of suffering periodic losses, they have also made it difficult or 
even impossible for processors in surplus-producing areas to retain 
hard-won trading connections in major consuming centres. 


The foregoing comments regarding butter apply also to a con=- 
siderable extent to several other food products including eggs, cheese, 
powdered milk, poultry meat and even pork and beef. The main difference 
here is that, whereas butter prices have been almost continuously sub- 
ject to price supporting operations, the prices of the other commodit- 
ies mentioned have remained above support levels during varying parts 
of the last 10 years. 


A further factor which has stood in the way of any direct 
price-determining influence which co-operatives might have had is the 
current practice in some areas of setting minimum prices of a signifi- 
cant list of products by means of negotiation. Wherever marketing 
boards of the negotiating type have existed, the possibility of estab- 
lishing prices by the ordinary competitive process has tended to dis- 
appear. While negotiated prices have applied mainly in respect to mar- 
keting in Ontario, they have recently become increasingly common else- 
where and particularly in Quebec. In this same general category it my 
be stated that the price-setting actions of the various provincial milk 
marketing boards have placed further important limits on the ability of 
co-operatives to influence market price levels. 


Finally, regardless of any effects of co-operatives on prices 
at the farm or other earlier marketing levels, the very fact that con- 
sumer co-operatives have been relatively absent has not only placed 
early limits on the ability of co-operatives to reduce consumer prices 
but has made it correspondingly difficult to reduce marketing spreads, 
The mere raising of the general level of producer prices through co- 
operative action need not result in any narrowing of the spread. In- 
stead it is more than likely to be simply reflected in a corresponding 
increase at the consumer end. To the extent that this is the case it 
would seem that co-operatives have contributed to spread narrowing only 
under one or other of two sets of circumstances, On the one hand they 
have done so in the relatively few cases where it has been possible for 
them to both reduce consumer and raise producer prices, In the second 
place, wherever it has been possible to supplement a regular producer 
price by payment of a patronage dividend, the equivalent of spread nar- 
rowing has resulted even though no change has occurred in consumer price 
levels. In this latter case, however, the spread-reduction benefits 
have gone only to the members of the co-operatives concerned. But since 
a very large percentage of all Canadian producers are members of market- 
ing co-operatives, these particular benefits may well be widely shared, 


Co-operative Wholesaling Activities 


Earlier in this discussion when fairly detailed consideration 
was given to the nature and extent of co-operative assembling, process- 
ing and retailing, no special attention was paid to the wholesaling act- 
ivities of co-operatives, This omission was due to the lack of statist- 
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ical information concerning wholesaling similar to that presented in 
respect of the other three operating stages. In view of this omission 
and despite the absence of relevant statistical data there are a few 
general facts about co-operative wholesaling which should be stated. 


For one thing quite a number of the co-operatives which are 
primarily engaged in and officially classified as processors actually 
perform wholesale functions as well. A great many of the creameries, 
for example, sell and deliver directly to retailers and also provide a 
considerable amount of storage, The same may be said of many of the 
larger or regional co-operatives handling apples and other fruit and 
poultry products. The fact is that quite a number of the larger organ- 
izations which receive goods on consignment from local co-operatives or 
even from individual members deal directly with the retail trade and to 
that extent must be recognized as playing wholesale roles. Indeed, as 
already noted, there are co-operatives which combine the various func- 
tions ordinarily associated with assembling, processing and wholesaling. 
The First Co-operative Packers provides an illustration of this, 


In addition to these co-operatives which engage to a greater 
or lesser extent in wholesaling activities, however, there are a number 
of others which have been specifically set up to perform wholesale 
functions. During the past 10 years with which the Commission is parti- 
cularly concerned, and for a considerable period prior to that, co-oper- 
ative wholesale organizations have been operating in every province ex- 
cept Newfoundlend. At present there are 10 of these organizations. All 
are provincial or regional federations of local co-operatives and they 
in turn are federated upward into Interprovincial Co-operatives Limited 
which was organized in 1940 to consolidate the buying of the regional 
and provincial co-operative wholesale organizations and to acquire and 
operate processing and manufacturing facilities. Significant differ- 
ences exist in the functions and operations of the organizations. AI1l 
of them supply merchandise including food supplies to their local co- 
operative members, But, whereas those in Western Canada do not engage 
in the marketing of farm products, those in the Eastern Provinces from 
Ontario to the Maritimes also act as central marketing agencies for 
farm products such as livestock and dairy products. Except for dairy 
products little processing is done by these organizations although the 
Cooperative Federee, one of the two co-operative wholesale organizations 
in Quebec, owns and operates facilities for processing livestock and 
poultry. In Western Canada the provincial wholesale organizations do 
not engage in agricultural marketing since this is essentially being 
looked after by other provincial or regional co-operatives such as the 
three provincial wheat pools, the United Grain Growers, the Northern 
and Central Alberta Dairy Pools, the Saskatchewan Co-operative Creamery, 
the Manitoba Dairy and Poultry Co-operative and other similar agencies. 
While these latter organizations may often be primarily concerned with 
processing, they normally perform wholesale functions also, as has been 
indicated earlier in this discussion, 


While agricultural marketing is undertaken by all the eastern 
organizations, it forms a particularly important part of the total busi- 
ness in the case of the Cooperative Federee, No less than two-thirds 
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of its business is derived from the sale of farm products.t This pro- 
vincial wholesale organization which is a federation of about 375 or 
three-quarters of all local agricultural co-operatives, with 50,000 
members or 40% of the farmers of the province,~ receives the farm pro- 
ducts from its member co-operatives after which it grades, packages, 
processes (in some cases), stores and sells them. 


Although there are four co-operative wholesale organizations 
in the Maritime Provinces, the major organization is Maritime Co-oper- 
ative Services Limited at Moncton, New Brunswick. Over 200 local groups 
in three Maritime provinces are shareholder members of this organization. 
The other three wholesale organizations are, in effect, regional members 
of Maritime Co-operative Services. 


The annual reports of the three main eastern organizations, 
the Maritime Co-operative Services, the Cooperative Federee and the 
United Co-operatives of Ontario, show a continuous and significant up- 
ward climb in the absolute volume of marketing business done in the 
last 10 years. Despite these absolute increases, however, their per- 
centage of the total marketing has remained substantially unchanged. 


While the greater part of the goods distributed by the whole- 
sale organizations to their local member co-operatives consist of live- 
stock feed, fertilizers, machinery of various kinds, household applia- 
nees and various other farm producer items, they also handle a wide 
variety of food products. Moreover, their food business has shown a 
steady if modest increase in recent years. Some indication of the pro- 
gress in this direction may be obtained by noting that, whereas grocer= 
ies accounted for 11.7% of the co-operative wholegale business in 1953, 
they made up 15.1% of a far larger total in 1957.~- This increase has 
been partly due to the fact that the local co-operatives have been hand- 
ling a larger volume of food products but even more to the fact that 
the local co-operatives have tended to obtain more of their food supp- 
lies through the co-operative wholesale organizations rather than from 
independent wholesale sources. Inasmuch as these local co-operatives, 
including those consumer co-operatives which are primarily interested 
in retailing food, have been unable to secure the advantages which in- 
dependent food retailers get from becoming part of a voluntary chain, 
they have been under increasing pressure to overcome these disadvant- 
ages by securing their requirements from co-operative rather than in- 
dependent wholesalers. The co-operative wholesale organizations in 
turn have had to expand their facilities and activities to meet the food 
supply needs of their local co-operative members. It was for this rea- 
son that the co-operative wholesale organizations in both Ontario and 
Quebec began handling groceries for the first time in 1954, and that 
Federated Co-operatives Limited (the wholesale organization for Sask- 


1 Document of the Cooperative Federee de Quebec to the Royal Commission 
on Price Spreads of Food Products, December 1958, p. 48. 
2. OAs 


3 Co-operation in Canada, published annually by the Economics Division, 
Department of Agriculture, Ottawa, 


4, Co-operation in Canada, 1954, p. 23. 
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atchewan and Manitoba) built a $250,000 grocery warehouse in Regina in 
1956. In somewhat the same way the regional and provincial co-operat- 
ive wholesale organizations have found it increasingly desirable to get 
more of their supplies, including food supplies, from the national and 
international co-operative wholesale organizations. Finally these 
national and international co-operatives have shown an increased tend- 
ency to manufacture or process the needed supplies so as to avoid hav- 
ing to purchase them. Thus we find that it was not until 1947 that 
Interprovincial Co-operatives Limited added groceries to its list of 
commodities.+ Since then it has gradually increased the number of food 
commodities handled. In 1949 it began distributing flour,manufactured 
in the mill built by the Saskatchewan Wheat Pool in 1948. From that 
time also it was able to supply products such as salmon and jams under 
a co-operative label. In 1950-51 it opened a new coffee processing 
plant at Vancouver and began selling coffee under a co-operative label. 
In 1952 it rented and began operating a cannery at Beamsville, Ontario. 
In 1955 it leased a second canning plant at Dunville, Ontario.” But, 
while steps such as these have been sufficiently numerous and varied to 
indicate the existence of a definite trend, it cannot be said that the 
co-operative wholesaling which they represent constitutes any signifi- 
cant part of the country's food wholesaling business, 
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Impact of the Retail Chains on Co-operative 


Organization and eration. 


It is quite apparent that the rapid growth of the large re- 
tail chains has affected co-operatives in several ways, For one thing 
it made it necessary for those co-operatives which sell directly to the 
chains to undertake additional processing and packaging. Co-operative 
creameries, for example, have had to put much more of their butter in 
pound or half-pound prints in order to comply with the retailers! re- 
quirements. Similarly co-operative poultry processing plants have had 
to undertake additional processing in accordance with the retail buy- 
er's specifications. In the second place the desire of the chains to 
feature their own brands has made it increasingly difficult to maintain 
specific co-operative brands in other than co-operative retail outlets, 
In the third place there are indications that growth of the chains has 
been exerting pressure on the co-operatives to increase the scale of 
their operations through merger or otherwise in order to meet the chain's 
requirements for a large and continuous supply of uniform product. It is 
also evident that the growth and consequent increase in bargaining pow- 
er of the chains has been causing at least some co-operatives to think 
in terms of increaésing their bargaining power as sellers by having sev- 
eral local organizations arrange to sell jointly or undertake to sell 


1 Co-operation in Canada, 1953, p. 29. 
Co-operation in Canada, 1953, p. 29. 


2 
3 Co-operation in Canada, 1952, p.3. 
4 Co-operation in Canada, 1955, p.l. 
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through large central co-operatives. The most outstanding example of 
the type of situation just indicated which has been brought to the 
Commission's attention is that relating to the marketing of Ontario's 
dairy and poultry products. 


For many years United Co-operatives of Ontario (the provincial 
co-operative wholesale organization) has operated a Dairy and Poultry 
Division. The activities of the Division have included operation of a 
number of creameries, three of the seven largest powdered milk plants 
in the province, and wholesale handling of eggs and poultry. lHarnings 
distributed by the Division have averaged $52,000 per year for the last 
10 years. In 1958 arrangements were completed for the establishment 
of the United Dairy and Poultry Co-operative. This is a provincial 
dairy and poultry marketing co-operative organized on a central owner- 
ship basis, Its organization is designed to result in a merging of the 
dairy and poultry operations of United Co-operatives of Ontario with 
the local dairy and poultry marketing co-operatives of the province. 
The United Co-operatives of Ontario operations were transferred to the 
new organization on October 1, 1958 and, since then, several local dai- 
ry and poultry co-operatives have responded to the invitation to merge 
with the new co-operative. 


The nature of the thinking on which this particular develop- 
ment has been based is clearly indicated in some of the statements con- 
tained in the brigt presented to the Commission by the president of the 
new co-operative.~ Among these the following are especially significant: 


We recognize that developments today in agriculture indicate 
that plants must be large, diversified and efficient. --- 

The output of the total creamery plants in Ontario numbering 
217 could be handled by 92 co-operative creameries. The re- 
sult would be greater efficiency, a higher return to the pro- 
ducer, a narrower spread and an overall increase in quality. 
--- In the case of eggs quality control starts with the right 
strain of laying flock, controlled feeding, on-farm refriger- 
ation, frequent delivery to retail outlets where product is 
held continuously under refrigeration, -~— The producer must 
follow his product more closely in each successive step and 
enter more aggressively into processor marketing. ---There 
are two areas in which the competitive bargaining position 
of the primary producer could influence spreads between pro- 
ducer and consumer. Irefer, first, to a situation which 
might appear to be developing when a single organization en- 
gaged in either processing or retailing becomes so dominant 
as to exercise a strong downward pressure on prices at pro- 
ducer level, and is big enough to set the pace for the mar- 
ket reflecting in reduced prices to the primary producer. In 
the other instance I suggest that, other than the co-oper- 
atives engaged in food processing, the only organized upward 
pressure on price takes place after the product is out of the 


1 Brief presented to Commission by United Dairy and Poultry Co-oper- 
ative, Proceedings, pp. 2332-5. 
2.9 eibaG. 
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hands of the primary producer. The resultant spread that 
develops at this point may not be in either producer or 
consumer interests," 


These quotations clearly indicate why the new co-oper= 
ative is designed to provide the most efficient facilities for receiv- 
ing, processing and packaging dairy and poultry products; to act as a 
central selling agency and thereby improve producer bargaining power 
when dealing with the big retailers; and to meet the current require- 
ments of the large retailers in respect of quantity, quality and ser- 
vice. 


In reality those responsible for this program are merely 
trying to provide Ontario producers with a centralized marketing co= 
operative similar to the Western Canadian dairy and wheat pools which 
have been operating on a regional or provincial ownership plan. 


In addition to all the foregoing there is still a further 
comment regarding the relationship between chain store development arid 
co-operatives that should be made. In at least a number of cases the 
representatives of consumer co-operatives state that the increasingly 
keen competition of the retail chains hes forced them to depart some- 
what from their generally declared aim of keeping the number of brands 
or varieties of each commodity, the number of unit, sizes and the adver- 
tising and promotionel expense as low as possible. They also maintain 
that the "loss leader" and special promotional policies followed by the 
chains have made it increasingly difficult for the co-operatives to com- 
pete effectively on a price basis. 


Relationship Between Co-operatives and Marketing Boards 


In order of development co-operative organizations have 
preceded marketing boards, Moreover the history of marketing boards in- 
dicates that they have normally been created with the idea of achieving 
certain marketing goals which producers have considered desirable but 
which could not be attained through co-operative organization. Organiz- 
ation of marketing boards has been thought of as an alternative to, a 
substitute for or even as an improvement upon co-operative operation. 
There is also the fact that, to most people, co-operatives and marketing 
boards have represented diametrically opposed concepts. Whereas the 
former stood for purely voluntary action, the essential feature of the 
latter was complete control achieved through legalized compulsion. 


In view of this history and these attitudes it is most 
significant that recent years have witnessed the development of a number 
of situations in which co-operatives and marketing boards are combining, 


1 This point was discussed in the questionnaire replies of the follow- 
ing co-operatives: Consumers Co-operative Society, Timmins; Peoples! 
Co-op (Port Arthur); The British Canadian Co-operative Society; and 
"La Familiale" Cooperative de Consommation. 
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Instead of being considered as alternatives or substitutes they are 
reelly being used to supplement each other. We are referring here to 
that significant number of cases in which co-operatives are acting as 
the buying or selling agents of marketing boards. Co-operatives acting 
in this capacity include the B.C. Coast Vegeteéble Co-operative Associ- 
ation, the Island Vegetable Co-operative Association, the Ontario Cheese 
Producers Co-operative, the Ontario Bean Growers Co-operative, the Ont- 
ario Peach Growers Co-operative, the Ontario Hog Producers Co-operative, 
the Saskatchewan Honey Producers Co-operative, the Manitoba Honey Pro- 
ducers Co-operative, Maritime Co-operative Services and the United Co- 
operatives of Ontario. The three western provincial wheat pools and the 
United Grain Growers Limited should probably be added to this list also 
since they all act as agents of the Canadian Wheat Board. This latter 
board differs somewhat from the others, however, being much more in the 
nature of a public utility board. While the other boards could not have 
existed in the absence of special enabling legislation, their formation 
has always been preceded by a special vote of the producers concerned. 
No such vote was required in the case of the Wheat Board although the 
degree of popularity of the board has been tested several times during 
its period of operation. It may be noted also that, whereas all of the 
co-operatives mentioned above act as selling agents for their respective 
boards, the Wheat Pools and United Grain Growers are to be classed more 
as buying than as selling agents of the Wheat Board, 


Of the co-operatives listed above, most have been created 
after formation of the boards they are connected with and for the speci- 
fic purpose of acting as agents of those boards. On the other hand, 
some of them were in existence long before the creation of the boards 
which they serve. In the case of western grain marketing what has real- 
ly happened is that some of the marketing functions formerly performed 
by the co-operatives have been transferred to the Canadian Wheat Board. 
The western grain marketing case differs from the others also in that 
the Wheat Board has no less than four co-operative agents whereas each 
of the other boards has only one. Perhaps even more significant is the 
fact that whereas the other boards place all the agency business in the 
hands of a single co-operative, the Canadian Wheat Board divides it be- 
tween four co-operatives and several large private grain elevator com- 
panies, 


In the case of both the Maritime Co-operative Services and the 
United Co-operatives of Ontario the agency business performed for market- 
ing boards constitutes only a fraction of the total co-operative busi- 
ness. Along with its many other activities Maritime Co-operative Serv- 
ices acts as the sole marketing agent for both the Nova Scotia and New 
Brunswick Hog Marketing Boards. Similarly, United Co-operatives of 
Ontario performs a wide variety of marketing and purchasing functions 
apart from acting as sole marketing agent for the Ontario Wheat Market- 
ing Board. Indeed its operations on behalf of this board are more or 
less incidental and of quite recent origin. 


The fact that these co-operative-marketing board relationships 
have increased considerably in very recent years and are now fairly ex- 
tensive suggests that they represent a definite agricultural marketing 
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trend. While it is possible to think of them as occupying an intermedi- 
ate position between the traditional type of co-operative organization 
and the marketing board type of program, it seems more likely that they 
simply illustrate the kind of working arrangements that naturally result 
when marketing board programs are put into effect. It is obvious that a 
marketing board must somehow arrange to get the specific marketing func- 
tions actually performed, including the buying or selling functions. 
And, while there may be situations where agencies other than co-operat— 
ives could be employed to perform these functions, such instances appear 
likely to be rather exceptional. Nevertheless, it does seem somewhat 
paradoxical that two modes of operation, one of which has always depend- 
ed upon voluntary action and the other of which has relied mainly on 

the ability to exercise compulsory adherence and control, should appar- 
ently find it both necessary and possible to combine effectively in 
practice. 


THE ROLE OF MARKETING BOARDS IN CANADIAN FOOD MARKETING 


In their attempts to secure better prices and increased 
marketing efficiency through co-operative action, Canadian farmers have 
gradually discovered that there are definite limits to what can be ac- 
complished by the organization and operation of co-operatives. In 
particular, it has become increasingly apparent that the very fact that 
membership in a co-operative is voluntary makes it impossible to spread 
the burdens as well as the benefits evenly among all producers of a com- 
modity and to exercise the degree of control which must be exercised if 
certain kinds of marketing activities and objectives are to be undertak- 
en and achieved. The general situation is well illustrated by the ex- 
perience of the fruit growers of the Okanagan Valley during the 1920's, 


These particular producers had formed a marketing co-operative 
in 1913 in the hope of increasing their bargaining power end hence their 
selling prices. For the first few years fairly satisfactory results 
were achieved. By 1920, however, production had greatly expanded and 
satisfactory markets were becoming very difficult to find. This situ- 
ation soon resulted in falling prices. As prices fell more and more 
growers withdrew from the co-operative and began selling independently. 
This process soon led to completely destructive competition and ruinous- 
ly low prices, Finally, in 1923, the co-operative was reorganized and 
replaced by a new organization. While its membership was purely volunt- 
ary, those who joined had to sign contracts agreeing to market their 
produce through the organization. The hope was that, by getting control 
of most of the product, the new co-operative would be able to secure 
higher and more stable prices. These were expected to result from in- 
creesed bargaining power, from balancing supply and demand more evenly 
throughout the year and from expanding the market by means of a program 
of advertising, quality improvement and product differentiation. 


Although the co-operative controlled 85% of the total output 
at the start of its operations its ability to achieve the desired ob- 
jectives declined with each succeeding year. When it stored fruit in 
order to market it later in the year, the co-operative thereby reduced 
the supplies going on the market in the early fall. The reduction in 
supplies céused rising prices and gave the non-co-operators an ideal 
opportunity to sell their product at high prices right after harvest and 
in nearby market centres while avoiding the cost of building cold stor- 
age facilities and storing fruit as well as the cost of developing and 
shipping to more distant markets. Thus, the growers who stood to gain 
most from the activities of the co-operative were those who didn't join 
it. As this beceme evident, and as the storage policy of the co-oper- 
ative caused immediate market prices to rise, a steadily increasing nun- 
ber of co-operative members started selling independently thereby break- 
ing their contracts. Since each drop in the percentage controlled,re- 
duced the possibilities of achieving the general objectives of the 
organization, and since the contracts were unenforceable, the growers 
soon came to the conclusion thet they could never achieve the desired 
ends through voluntary co-operation. This led to the further conclusion 
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that what wes needed was legislation which would permit 100% control of 
the product. The demand for such legislation became increasingly in- 
sistent and finally, in 1927, the provincial legislature passed The 
Produce Marketing Act. Under this Act a Committee of Direction was set 
up and given power to regulate the time and place of marketing, the 
quantity and quelity marketed and to set prices. Provision was also 
made for the collection of a levy to cover operating costs and to set 
up an equalization fund. The Committee functioned for five years and 
achieved considerable success in preventing flooded markets and price 
declines. In 1931, however, the legislation was declared ultra vires 
on the ground that it 2aimed at regulating interprovincial trade and 
that the levy constituted an indirect tax. 


Meanwhile the dairy farmers of the Lower Mainland had been 
pressing for similar legislation. And, when in 1929 the report of a 
royal commission appointed to study the milk marketing situation re- 
commended pooling and regulated competition, the legislature passed an 
Act for the Relief of Dairy Farmers. Its purpose was to spread the 
difference between fluid and manufactured milk prices over all produc- 
ers in the Vancouver milkshed. After operating for three years this 
Act also was declared ultra vires on the ground thet the levies collect- 
ed were indirect taxes and hence outside the taxing authority of pro- 
vincial governments, 


Faced with these adverse legal decisions British Columbia pro- 
ducers sought legal assistance from the federal government. While this 
was happening Canadian farmers generally, having been subjected to fall- 
ing incomes for severel years and especially from the start of the de- 
pression in 1929, were looking for something which would prevent de- 
clines in their incomes. Furthermore, farmers were coming to believe 
that their low prices and incomes were due to the fact that the buyers 
of their products were becoming much fewer and larger, The extensive 
consolidation of Canadian food products industries which had occurred 
during the 1920's seemed to lend support to this belief. Added to all 
this was the knowledge that farmers in several parts of Australia had 
secured legal authority to control marketing end were making extensive 
use of this authority and also that similar legislation had been pro- 
vided in Great Britain in 1931 and 1933. In the light of such develop- 
ments producers from several Canadian provinces pressed for federal 
marketing legislation. The result was the passage of the Natural Pro- 
ducts Marketing Act in 1934. This legislation provided for establish- 
ment of a Dominion Marketing Board with authority to exercise the powers 
embodied in the legislation and to delegate these powers to local boards 
which were to undertake the actual administration of marketing schemes. 
The local boards were given power to regulate the time and place at 
which, and to select the agency through which, a product could be market- 
ed; to determine the method of distribution and the quantity and quality 
of the product to be marketed; to form pools; and to levy licence and 
equalization fees on farmers and processors. 


During the eighteen months following passage of the Act no 
less than 22 marketing schemes were approved and 19 of these were actual- 
ly put into operation. Toward the end of 1935 the validity of the 
legislation was challenged and in June 1936 it was declared ultra vires 
by the Supreme Court on the ground that the constitution of the country 
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did not give the federal government power to regulate trade within a 
province. This opinion was confirmed in a Privy Council decision in 
January 1937. In view of this and in order that schemes concerned with 
purely provincial trading might continue operating, several provinces 
passed legislation modeled on the Natural Products Marketing Act. In- 
deed, British Columbia, anticipating the decision of the Supreme Court, 
had passed a provincial Act in June 1936, Ontario and New Brunswick 
passed similar legislation in 1937 and, since then, all other provinces 
have followed suit. Provincial legislation providing for the organiz- 
ation of marketing boards was passed in Prince Edward Island and 
Manitoba in 1940, in Saskatchewan in 1945, in Nova Scotia in 1946, in 
Newfoundland in 1949, in Alberta in 1955 and in Quebec in 1956. Several 
of these provincial Acts have since been subjected to considerable 
amendment. To supplement this provincial legislation the federal gov- 
ernment, after exercising extensive control over the marketing of farm 
products for several years under the War Measures Act, passed the 
Federal Agricultural Products Marketing Act in 1949. This has enabled 
local boards to exercise the same powers outside their respective pro- 
vinces that provincial legislation authorized them to exercise within 
the provinces, A Supreme Court judgment in January 1952 cleared the 
validity of the Federal Agricultural Products Marketing Act. As for 
the provincial Acts several test cases have indicated that they are 
intra vires for the most part. There has, however, been considerable 
doubt concerning the ability of marketing boards established under pro- 
vincial legislation to collect license fees, levies, or other charges 
in excess of the amount needed to cover immediate operating expenses 
without some approval by the federal government in its constitutional 
field of indirect taxation. 


Objectives and Powers of Marketing Boards 


Though the provincial marketing laws vary considerably in re- 
spect to the powers delegated to the provincial boards, the products 
eligible for control, the method of establishing local boards and the 
specific powers granted to the local boards, they all have the same 
general objective. That objective is the raising of farm prices and 
incomes by undertaking special types of control in connection with the 
marketing of farm products, The central point is that before a market- 
ing board can exercise these special types of control it must have 
authority over 100% of the product. The essential feature of the board 
method of marketing is that where the majority of the producers of a 
commodity are willing and anxious to market their product collectively 
the minority may be compelled by law to fall in line with the wishes 
of the majority. 


In attempting to achieve its general objective of securing 
higher prices and incomes a board may adopt any one or more of several 
different kinds of control. As might be expected there is a general 
tendency to fit the type of control to the particular circumstances, 
Much depends on the nature of the commodity, the location of the market 
or markets, the possibilities of product improvement and market expans- 
ion, the possibilities of achieving economics through undertaking ad- 
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ditional marketing functions, the extent and character of buyer competi- 
tion, etc. Where it is felt that the chief cause of unsatisfactory 
prices has been a lack of producer bargaining power, a board may con- 
centrate on the attempt to secure better prices through bargaining col- 
lectively. 


Where, on the other hand, low prices have resulted from the 
virtual dumping of a whole year's supply on the market during the har- 
vesting season or other limited period, a board may control the rate 
of market flow so as to balance supply and demand more evenly and there- 
by secure a higher average price. If the aim is to secure better prices 
through expanding demand, a board's control may take the form of speci- 
al advertising and promotional programs. In cases where it is possible 
to sell the same product at different prices in different markets adop- 
tion of a two-price plan may be relied upon. In other cases a board 
may try to obtain a higher average price by arranging things so that 
different varieties or grades of a product are sold to different income 
groups in the same or different markets. In still other cases a higher 
average price may be sought by changing the proportions of a product 
which are sold in the fresh and processed state or through the main and 
by-product outlets. Or again, a board may aim to secure higher produc- 
er returns by using its complete control over supply to achieve econom- 
ics of scale in the performance of marketing functions prior to the 
actual sale of the commodity. The actual types of control chosen to- 
gether with the factors determining their selection will become evident 
as the boards at present in operation are examined. For our present 
purpose, however, the significant thing about a marketing board is its 
ability to exercise control. And, regardless of the specific form 
which the control may take, it is designed to accomplish ends which 
ordinary voluntary co-operatives cannot achieve either at all or with 
anything like the same degree of completeness. It may be noted, for 
example, that attempts at market differentiation, market expansion, 
or limitation of supplies going to market are bound to be virtually 
self-defeating and short-lived to voluntary co-operatives for the simp- 
le reason that they are certain to result in non-members receiving 
premiums at the expense of the members, 


Actual Extent of Marketing Board erations 


Despite the fact that all provinces are now provided with 
marketing legislation which permits the will of a specified majority 
of producers to be exerted over the dissenting minority, most parts of 
the country have made comparatively little use of it to date. On sever- 
al occasions in recent years specific marketing board schemes have been 
suggested, seriously considered or, in some cases, actually voted upon 
in one or more of the Prairie provinces. The fact remains, however, 
that the only programs so far developed in these three provinces have 
been those relating to the marketing of honey in Manitoba and Sask- 
atchewan. In the entire Atlantic area there are only four marketing 
schemes in operation at the present time although two or three others 
which have become inoperative are still in existence. The Nova Scotia 
Apple Marketing Board which was established in 1939 under the War 
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Measures Act, and which was designed to cope with the particular market- 
ing problems arising from the advent of the war, was dissolved in 1951. 
In Newfoundland marketing board operations have been limited to a single 
scheme and a single season. The Prince Edward Island experience has 
been confined to the operation of a potato marketing board and for a 
limited period only. In New Brunswick a potato marketing board oper- 
ated for two years only and, even though it is still in existence, it 
has not attempted any market regulation since 1954. Indeed, the only 
boards which have operated with any continuity or for any significant 
period in the Atlantic provinces are the New Brunswick and Nova Scotia 
Hog Marketing Boards, the New Brunswick Cream Producers Board and the 
Nova Scotia Wool Marketing Board. In Quebec, as already indicated, it 
was not until 1956 that the necessary permissive legislation was enact- 
ed. And, while a very considerable number of schemes have been intro- 
duced in that province within the past year or 15 months, it is obvious 
that they could not have had any influence on either producer prices or 
marketing margins during most of the period being considered by this 
Commission. The fact is that outside of British Columbia and Ontario, 
comparatively little use has been made of marketing boards thus far, 
And even in these provinces they have been used mainly in connection 
with products which are produced in limited areas and by relatively 
small numbers of highly specialized producers. 


From what has just been said it will be evident that the act- 
ual amount of marketing board activity in Canada has been considerably 
less extensive than the general interest in and discussion of the sub- 
ject might lead one to expect. The fact is that marketing board oper- 
ations have so far been limited to certain sections of the country and 
to a limited number of products within those sections. Moreover, the 
period of operation of the boards has in several cases been extremely 
limited. In some instances boards have been dissolved after only a 
brief period of operation while in a few other cases organization has 
taken place fairly recently. Finally, a majority of the boards which 
have existed for longer periods represent a limited degree of board mar- 
keting inasmuch as they have not seen fit to exert more than a limited 
degree of control. Indeed, as will be indicated shortly, most of them 
confine their efforts to seeking higher prices through collective bar- 
gaining. But, while these various limitations do suggest that the type 
of marketing activities represented by marketing boards is still more 
the exception than the rule in this country, this does not mean that 
marketing board development has been inconsequential or that its effect 
on market prices and margins can be ignored. The truth is that a con- 
siderable number of boards have been operating continuously for a good 
many years and that the total number of boards in existence has continu- 
ed to show a steady increase, 


Types of Boards or Kinds of Board Organization 


As already mentioned Ontario and British Columbia are the two 
provinces in which most.of the marketing board development has occurred. 
At the present time there are 17 marketing schemes or plans operating 
in Ontario under the Farm Products Marketing Act and three others, in- 
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cluding the cheese, scheme, operating under the authority of the Ontario 
Milk Industry Act. These schemes may be classified into three general 
types. Much the most numerous are those which are commonly referred to 
as negotiating boards since their program involves negotiating prices 
and contract terms with processors or other buyers. The second type of 
which there are only two or three may be thought of as the negotiating- 
agency type. As the name suggests, part of their activity involves 
negotiating prices and terms of sale, while another part involves the 
establishment of a marketing agency which may undertake a considerable 
variety of functions including actual sale of the product and collection 
of the payment. Finally, there are a few boards of the central selling 
agency type. The Hog Marketing Board and Fresh Peach Marketing Board 
are in this third category. 


For the most part these three classes or types of boards real- 
ly represent three different variations in the scope of board activity. 
Generally speaking, the sphere of activity widens and the number and 
variety of control measures increase as one passes from the first or 
negotiating type to the third or central selling agency type. It is 
significant that in British Columbia where the first Canadian boards 
were established and where the kinds of control employed have been most 
diversified, all the boards are of the central selling agency type. In 
contrast, the programs so far instituted in Quebec are primarily negoti- 
ating in nature. As already noted, all three types are found in Ontario. 


While all these boards have the same general objectives, their 
organization and powers, and the nature and extent of the controls which 
they employ differ greatly. The differences are due partly to the fact 
that the conditions which characterize the marketing of the products 
concerned vary widely and partly to the length of time the boards have 
been operating. Where forward pricing is possible and where the necess- 
ity of revising a previously agreed upon price arises only occasionally 
or not at all, as in the case of fruits and vegetables for canning, the 
negotiating boards are quite appropriate. On the other hand, where 
frequent changes in prices have to be made during a marketing season, 
the negotiation procedure is entirely impracticable, Not only does the 
negotiation process occupy considerable time but a negotiated price, 
by its very nature, has to be applicable over a fairly extended period. 
Hence, in all cases where prices have to be adjusted regularly, a board 
of the agency type is required. Then again, it is not unusual for 
boards to organize and operate on a purely negotiating basis during the 
early years of their existence and to shift gradually to the agency 
basis as experience is gained and as additional kinds of control appear 
desirable and feasible. Since negotiating boards require far less capi- 
tal and represent the minimum degree of interference with the marketing 
freedom of producers it is only natural that they should be used during 
the earlier and experimental stages at least. Furthermore, wherever it 
is felt that the only or major requirement is an improvement in producer 


1 Annual Report of the Co-operation and Markets Branch, Ontario Depart- 
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bargaining power it is natural that the emphasis will be placed on 
negotiation. In several cases negotiating boards have been selected 
and maintained simply because producers believed that they would per- 
mit the maximum of price improvement with the minimum of interference 
with producer freedom of action. It is because the central agency 
boards tend to interfere with this freedom to a much greater extent 
that they have encountered the greatest degree of producer opposition 
and become the subjects of general public controversy. 


Objects and erations of Negotiati Boards 


Almost all of the Ontario schemes organized in the late thirt- 
ies and early forties were designed to do nothing more than negotiate 
prices and terms of sales contracts on behalf of producers. And, 
while two of them now have selling agents, all the others have continu- 
ed to confine their activities to negotiation up to the present time. 
Ontario schemes which today fall into the negotiating category togeth- 
er with the year in which they were organized include the following: 


Peach Growers! Marketing-for-Processing Scheme A3K7. 
Pear, Plum and Cherry Growers! Marketing-for-Processing 
Scheme 1935 
Sugar Beet Growers! Marketing-for-Processing Scheme 1942 
Seed-corn Growers! Marketing Scheme 1942 
Berry Growers! Marketing-for-Processing Scheme 1944 
Vegetable Growers! Marketing-for-Processing Scheme 1946 
Grape Growers! Marketing-for-Processing Scheme 1947 
Soya Bean Growers! Marketing-for-Processing Scheme 1949 
Winter Celery Growers! Marketing Scheme 1949 


All of these schemes are designed to secure a more favourable 
deal for producers by making use of the collective bargaining principle. 
Their operating mechanism involves setting up a committee with powers 
to negotiate and thereby determine minimum prices, conditions of sale 
and form and fulfilment of contracts. This committee, which ordinarily 
consists of six members, three representing the growers and three re- 
presenting the processors, is called the negotiating committee. The 
committee normally meets in February or March well in advance of the 
production season and the actual negotiations continue until agreement 
is reached. In the event of inability to reach agreement, provision 
is made for submitting the matter to arbitration, the decision of the 
arbitrating authority being final. 


The actual results of the negotiations are naturally condition- 
ed by several factors. Most of the discussion revolves around the 
present and prospective supply and demand situation of the product or 
products concerned. Such things as the extent of the existing stocks 
of processed goods, the nature of recent consumer demand, the possibil- 
ities of alternative sources of supply, the situation with respect to 
competing products, trends in production and processing efficiency, and 
the general state of the country's economic health all contribute to 
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the nature of the views expressed and conclusions reached. Much de- 
pends on the relative completeness of the information concerning these 
various factors possessed by the two interests involved. And, apart 
from the information itself, there is the question of the relative 
strength of the participants in making effective use of the information, 
that is, their relative skill in bargaining. A few examples from actual 
experience may give a clearer indication of some of the problems en- 
countered, the information that has been used, and the basis on which 
decisions have been reached. 


In connection with the Soya Bean Board's activities it is 
particularly important to note that there are only a few processors 
and that Canada produces only about half of the soya beans needed to 
meet her overall edible oil and meal requirements, A further important 
fact is that soya beans may be imported free of duty while oil and meal 
may be imported at moderate tariff rates, This means that the price of 
soya beans to Ontario processors must always be competitive with the 
delivered price of imported soya beans and the various soya bean pro- 
ducts. In view of this situation the negotiating committee on behalf 
of the Soya Bean Board has had to decide each year that it was simply 
not practical to fix a minimum price for soya beans on behalf of the 
4,000 Ontario growers concerned. Having reached this decision the 
Committee has had to recommend that the price paid should be the day to 
day trading price on the open market. However, the Committee has been 
able to agree on a number of points apart from the price itself. In re- 
spect of the 1957 crop, for example, it was agreed that the processors 
could not charge producers more than 10¢ a bushel for cleaning, handl- 
ing and selling the beans. It has not been necessary to apply this 
part of the agreement since competition between the processors has kept 
the amount actually charged below the 10¢ figure.t It was further agreed 
that the price paid should be reduced by 23¢ a bushel for each 3% moist- 
ure content over 14% and up to 18% and by 5¢ a bushel for each 2% of 
moisture content in excess of 18%, These deductions were to cover shri- 
nk and drying expenses. Finally, it was agreed that the growers were to 
be paid in cash on delivery. 


Another example of how a board's efforts may prove ineffective 
with respect to price is provided by the Winter Celery Board's 1957 ex- 
perience. Because the supply of celery for storage was away below nor- 
mal in that year and because there was an extremely strong demand for 
all the supply that was available, the Board simply decided to exempt 
all storage celery from the regulations of the plan and declare an open 
market thereby allowing each grower to sell his crop as he pleased. 
With the special supply and demand situation which existed in this case 
there was no need felt for any special Board regulations. The result 
was the temporary suspension of the Board's operations. 


A situation somewhat similar to that just described has occurr- 
ed when a price negotiated during the winter proved to be too low when 
it came time to market the product. This, of course, can happen if the 
anticipated supply is larger or demand smaller than the actual supply 


1 Annual report, Cooperation and Markets Branch, Ontario Department of 
Agriculture, year ending March 31, 1958, p. 12. 
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and demand which eventuates many months later. Im such cases the low 
negotiated price becomes ineffective because the processors bid the 
price up above the negotiated price level. This happened often in re- 
spect of the prices of canning crops during the war and early postwar 
years, It has occurred also on occasion in more recent years, either 
because crops proved to be smaller than expected or demand to be strong- 
er than expected, or both. In any such instances it is obvious that the 
negotiation undertaken by a board does not bring about any increase in 
the price received by producers. The best that can be said for it is 
that it has provided the producers with price insurance in the form of 

a guaranteed minimum, On the other hand it can be argued that the net 
income of the producers has actually been reduced by the amount of the 
cost involved in carrying on the negotiation proceedings and otherwise 
maintaining the board in existence, ‘What all this seems to suggest is 
that, in order that a negotiating board may have some price raising 
effect, the negotiated price must also be the price when the product is 
marketed. While this has tended to be the situation in the great major- 
ity of cases, the fact that it does not always happen cannot be ignored. 


The Seed Corn Board is of particular interest because of the 

somewhat unique basis employed for determining the negotiated price. 
The producer group in this case consists of some 275 hybrid and open- 
pollinated corn growers in south-western Ontario who specialize in pro- 
ducing corn for seed. In negotiating the price, a base price is estab- 
lished for dried commercial corn and to this a premium is added to 
arrive at a minimum price for corn for seed. The base price used is 
the Chicago May corn future daily closing price (subject to the current 
rate of exchange), averaged for the three months of December, January 
and February in each year. For example, the base price for the 195 
crop was $1.32 per bushel while that for 1957 was $1.24 per bushel. 
To these base prices in both years a premium of 30% was added. The re- 
sulting figures constituted the delivered seed corn price in those cas- 
es where the dealer supplied the seed and detasseled the corn. It was 
agreed that an additional 55¢ per bushel would be paid to those growers 
who supplied their own seed and detasseled the corn. 


A brief account of the operations of the Ontario Pear, Plum and 
Cherry Board will further indicate the nature of the problems encounter- 
ed and methods followed by boards of the negotiating type. This board 
was organized in 1939 and has operated continuously ever since. The 
operating methods and extent of control have changed little during that 
period, There are six separate negotiating committees in order to pro- 
vide separate treatment for two different kinds of pears and cherries, 
a committee for plums and a committee responsible for determining handl- 
ing, transporting and selling charges for fruit handled by the dealers. 
The membership of the latter committee, along with the three growers, 
consists of three deelers rather than processors. The six committees 
negotiate minimum prices, terms of purchase and sale, and standards of 
quality. During the first few years there was considerable difficulty 
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of Agriculture. 


2 Minutes of Ontario Farm Products Marketing Board, June 3, 1958. 


45 


in agreeing on prices satisfactory to both parties with the result thet 
many of the decisions were made by arbitration boards. Since the end of 
the war, however, negotiations have proceeded fairly smoothly although 
occasionally arbitration proceedings have been necessary. 


Until 1942 the board had almost no statistical records. In 1943, 
however, it ordered processors to forward to the board's office the final 
payment to the growers together with a statement showing the quantities 
of pears, plums and cherries bought, grades given and payments made, and 
also a cheoue for the licence fees deducted from growers! returns. In 
1952 the regulations were amended to permit the board to handle all pay- 
ments made by processors, 


Since the board was organized growers have increased production 
fairly steadily. Deliveries to processors averaged 16.4 million pounds 
in the three years 1939 to 1941, whereas they averaged 46.5 million poun- 
ds in the three years 1953 to 1955. Because this expansion of production 
has been accompanied by an increasing demand for most of the products 
handled it has been possible to keep prices at levels fairly satisfactory 
to both parties. Since the processing market is far less troublesome and 
expensive than the fresh market from the growers! standpoint, the growers 
have not tried to raise prices too much lest processors be discouraged 
from moving large quantities of fruit. On the other hand processors have 
been willing to pay prices which they felt would be high enough to encour- 
age a desirable expansion of production. From the processors! standpoint 
an important factor when determining prices has been the fact that the 
cost of the fruit is a relatively small part of the cost of the processed 
product. To a considerable extent the kind of producer and processor atti- 
tudes towards pricing just mentioned have been present in respect of sever- 
al of the negotiating boards. 


While the Ontario Asparagus Marketing Board combines the negotiat- 
ing with the agency basis of operation, its activities are actually very 
similar to those of the strictly negotiating boards. Before it was es- 
tablished in 1937 a voluntary growers' co-operative was in existence and 
this co-operative became the board's marketing agency. In this case the 
negotiating committee determines not only the minimum price but also the 
total quantity to be sold.~ Once these matters are agreed upon the co- 
operative as the board's agency arranges for distribution of the total 
tonnage on an equitable basis to the various processors as well as the 
basis of delivery between grower and processor, It also handles all pay- 
ments and other business dealings on behalf of the growers, 


The Asparagus Board which represents the interests of 800 grow- 
ers is only concerned with the part of the crop which goes to the pro- 
cessors, The fresh market is considered the premium one and the prime 
purpose of diverting product to the processed market is to ease the 
pressure on the price of fresh asparagus. In this connection it is of 
interest to note that, for several years the licence fee collected from 
the growers was used to subsidize the export of canned asparagus to the 


1 Minutes of Ontario Farm Products Marketing Board, July 23, 1943. 


2 In the case of several of the other Ontario boards the processors 
agree to pay the negotiated prices for the amount that is produced on 
a specified number of acres. The production is ordinarily undertaken 


on an acreage contract basis between processors and the individual 
growers, 
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larger United States mmensteciiie A unique feature of the Asparagus Board 
program is an agreement by the growers to cease cutting when total ord-— 
ers have been filled. By this means supply is adjusted to demand. 


Outside of Ontario about the only boards of the negotiating type 
which have operated until recently have been the Menitoba and Saskatche- 
wan Honey Marketing Boards. While both these boards have been granted 
quite wide powers of control over the movement and sale of the product, 
their activities have so far been confined to the fixing of prices aft- 
er consultation with the trade. As mentioned earlier, Quebec's legis- 
lation providing for the organization of marketing boards was not pass- 
ed until 1956. The legislation differs in several respects from that 
of the other provinces. For one thing it is unique in providing that 
levies collectied by and paid to a producers! marketing board cannot ex- 
ceed the amount reouired for administrative expenses, Deductions for 
any other purpose are strictly forbidden. Another significant differ- 
ence is that in Quebec it is possible to have separate marketing board 
plans for each particuler market within the province and even for each 
separate enterprise within each market. This is in marked contrast to 
the situation in other provinces. In the third place the Quebec Act 
requires that no marketing plan can be approved unless 75% of the pro- 
ducers concerned, representing 75% of the product, have voted in favour 
of it. The corresponding percentages in the other provinces are very 
much lower than this. Another rather distinctive feature of the Quebec 
Act is the provision whereby sales made by a producer directly to a con- 
sumer or to a retailer who operates not more than three outlets shall 
not be subject to the regulations of any producer marketing board. 
Finally the Quebec Agricultural Marketing Board (the government board) 
retains most of the responsibilities which under the other provincial 
Acts are vested in the producers! boards. While regulations and penal- 
ties are similar to those found elsewhere, enforcement of them is in 
the hands of the government board, not the producer board, as is gener- 
ally the case in other provinces. Moreover, the Quebec program differs 
from the others in that it specifically purports to operate in the gen- 
eral interest as well as in the particular interest of agricultural pro- 
ducers. 


While the Quebec Agricultural Marketing Board has been given 
almost unlimited authority in respect to marketing, a major part of its 
program is concerned with the creation and operation of so-called joint 
marketing plans. At any rate this has constituted a large part of its 
activity to date. A joint marketing plan is the means whereby Quebec 
producers can require commercial buyers to negotiate with them in re- 
spect to the marketing or sale of their products. Between April 1956 
when the government board was eppointed and September 1, 1958 no less 
than 30 joint plans h2d been approved while the number was expected to 
reach 40 by the end of the year. At September 1, 1958 ten agreements 
in respect to minimum prices and terms of sale had been completed and 
11 others were being negotiated. 


Five producer boards representing 4,272 producers were negoti- 
1 See article entitled "Experience with Provincial Marketing Schemes in 


Cangga" by Mew. Farrell in Journal of Farm Economics, November 1949, 
Pe ® ee Sa ee a a 2 eee ee 
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ating with five large dairy establishments regarding the sale of milk 
for the manufacture of concentrated products. Some 5,760 fluid milk 
and cream shippers supplying 52 dairies in 12 major markets were group- 
ed under 15 different producer boards. Four agreements regarding pric- 
es and terms of sale had been completed and eight others were being 
negotiated. One producers! board was negotiating with 43 canners on 
behalf of 2,000 tomato growers. Another board was negotiating the sale 
price of fresh celery. Still another board representing 2,289 maple 
syrup producers was negotiating with ten buyers. As the result of 
negotiations carried on by various producer boards over a 12-month 
period, it was claimed, that price increases had given producers an 
additional $1,200,000.+ While results of Quebec Marketing Board oper- 
ations are too recent and short-lived to have had much effect on pro- 
ducer prices or marketing margins during the Commission's period of 
study, the fact that so much reliance is currently being placed on this 
method of raising farm prices and incomes is of special interest and 
importance in any study concerned with pricing end marketing arranze- 
ments. 


Negotisting Boards, Producer Prices and Marketing Margins 


Having noted something of the general character and mode of 
operation of negotiating boards the next step is to offer some apprais- 
al of their possible effects. In doing so it is necessary to remember 
that these boards represent an attempt to gain price end income ad- 
vantages by substituting collective for individual bargaining. Prior 
to the organization of the boards large numbers of small scale pro- 
ducers had to bargain individually with processing firms which were be- 
coming very large and few in number. Moreover, in many cases producers 
had to depend on selling the larger part of their output to the pro- 
cessors Since cost of transporting to larger consuming centres placed 
early limits on the proportion that could be marketed in the fresh form. 
In addition the highly perishable nature of many of the commodities 
made it difficult to postpone sale in the hope of securing a better 
price. Under these circumstances it is not surprising that producers 
felt themselves in a relatively weak bargaining position and firmly be- 
lieved that their selling prices reflected this weakness. Other things 
being equal it would seem that the bargaining power of producers must 
have been strengthened considerably by using negotiating committees. 
For one thing adoption of the collective bargaining method meant that 
processors could no longer play one producer off against another. In 
the second place one would expect that the bargaining capacity of the 
producer members of negotiating commodities would be somewhat greater 
than that of the average individual producer. Producer members of a 
committee would ordinarily be selected, at least in part, on the basis 
of their general marketing experience and knowledge and their recogniz-— 
ed skill as bargainers. There is little doubt also that producer mem- 
bers of committees have been able to add appreciably to their supply of 


1 Information supplied to the Commission by officiels of the Quebec 
Agricultural Marketing Board, 
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market information. Collection of statistical data relative to their 
particular products has undoubtedly placed them in a better position to 
estimate the significance of price-determining factors, In this connec- 
tion it is important to note that many of the Ontario boards have been 
able to make use of special cost of production data in connection with 
their price negotiations. From 1946 cost studies of many of the pro- 
ducts being handled by these boards have been undertaken, first by the 
Agricultural Economics Department of the Ontario Agricultural College 
and later by the Farm Economics Branch of the Provincial Department of 
Agriculture. The results of these studies have been used extensively 
for price negotiation purposes. 


As for the processors it must be remembered that they only a- 
gree to buy a limited amount at the negotiated price. Normally they 
limit the quantity by agreeing to take only the produce of a stipulated 
acreage. This means that theoretically they could agree to pay a fair- 
ly high price for a small quantity with the idea of passing this higher 
price on to the consumer. In practice, however, they are unable to do 
this to any significant extent because of what would happen to the de- 
mand for the products. Specifically, there are three limitations to the 
possibilities of following such a2 policy. In the first place, if the 
consumer price is raised too much, other products in the same general 
category will be substituted. In the second place, there is the even 
more important fact that products which are sold at negotiated prices 
almost always have to compete with similar products produced and pro- 
cessed in other areas, Finally, in those several cases where a product 
has more than one outlet, the policy of paying a high negotiated price 
for a limited quantity may force producers to unload a much larger part 
of their total production on the second or alternative outlet. And, if 
demand in that outlet happens to be inelastic the grower's totel income 
from both outlets may well be reduced. Such a result apparently occurr- 
ed in respect of peaches a few years ago. The negotiated prices for the 
processing market were apparently kept at relatively high levels for 
several years with the result that more and more peaches had to be dis- 
posed of on the fresh peach market. This eventually caused prices in 
the fresh market to fall so low that processors threatened to buy their 
requirements for canning from the fresh market instead of agreeing to 
buy at negotiated prices, It was this situation which caused producers 
to form the fresh peach marketing board in 1954.7 A similar situation 
might well develop in connection with other fruits and vegetables and 
this possibility will tend to place limits on producer pressure for high- 
er prices during negotiation proceedings. 


All in all the mere fact that negotiating boards have made for 
greater equality of bargaining power between the two parties has prob- 
ably meant some improvement in producer prices. If this has been the 
case, and if, for reasons explained above, it hes been impossible to 


1 See The Development of Producer Marketing Boards in Canadian Agri- 
culture by L.E. Poetschke and Wm. Mackenzie, page 68. Also Annual 


Reports, Cooperation and Markets Branch, Ontario Department of 
Agriculture, for years since 1954. 
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pass any or all of these higher prices on to consumers, operation of 
the boards may have indirectly narrowed the spread to some slight ex- 
tent. However, it does not appear possible to determine whether or not 
this has, in fact, occurred. The difficulty here is that there are no 
means of determining what either the producer or consumer prices would 
have been had the boards never existed. Nor is it possible to deter- 
mine what part of any changes in consumer prices of processed foods 

has been due to changes in the prices of the fruits or vegetables or 
other farm products which formed the raw material and whet part has been 
due to changes in costs of containers, labour or processing costs in 
general. While the boards have probably strengthened producer bargain- 
ing power, it is unlikely that it is as strong as that of the process- 
ors. Collective bargaining in itself is not sufficient to guarantee 
equality of bargaining power. 


Whatever their effect on producer prices and marketing margins, 
@ detailed examination of the sales contract terms which have accompani- 
ed the various negotiated prices suggests that the boards have contri- 
buted significantly to the establishment of more distinctive and effect 
ive grades as well as the price differentials between grades. In this 
way they have helped to improve quality and to reward quality production. 


Finally, it is necessary to deduct the costs entailed in oper- 
ating the boards in any attempt to calculate their economic contribu- 
tion. The fact is that all of the boards have collected deductions 
from producers! returns, usually in the form of a licence fee. It is 
also true that, in some cases, the amount deducted has exceeded the 
costs of operation.~ There are few cases, however, where either costs 
or deductions constitute any significant amount. Normally the costs 
involved in operating the negotiating boards have been extremely small. 


Operations of Various Boards of the Agency Types 


As stated earlier the ordinary negotiating type of board is 
much the simplest and cheapest. On the other hand the boards which seek 
to increase price and income in a wider variety of ways must undertake 
a corresponding variety of marketing activities end incur heavier fin- 
ancial outlays. A brief resume of the activities of some of these 
boards will indicate the general nature of the methods used, the prob- 
lems encountered and the results achieved. First consideration may be 
given to two Ontario boards which have placed major reliance on use of 
the two-price technique in their attempt to raise average producer pri- 
ceS. 


The Bean Growers! Marketing Board which operates on behalf of 
some 7,000 growers in five south-western Ontario counties was organized 
in 1944. At first it confined its activities to negotiating prices and 
picking charges with the 15 dealers who bought from the growers and sold 


1 The financial statements of the 1957 fiscal year show that almost all 
of the boerds have accumulated some surplus. 
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either to processors or in markets in various parts of Canada and be- 
yond. However, in 1947 a marketing agency was set up to handle crop 
payments and supervise the distribution of surplus beans. A deduction 
was made from the price paid by the dealers and the funds so collected 
were used to pay the difference between a negotiated price and any low- 
er price at which beans were sold on the open market, Any money left 
over after completing this program was returned to the growers at the 
close of the season. In 1951 a co-operative company was formed to per- 
mit erection of a bean-picking machine. Shortly after that the co-oper- 
ative began handling and selling beans as a dealer and in 1953 it became 
the selling egent of the board. Since then it has been acting as a 
dealer, hes been doing custom picking for the other 15 dealers and has 
handled all payments to growers as the board's marketing agency. In 
addition it has administered the export subsidy fund. It has used this 
fund to buy beans whenever the market price dropped below the price 
which growers and dealers regarded as reasonably satisfactory and which 
is known as the annually negotiated price. The beans so bought were 
later sold wherever markets could be found. Many were exported to the 
United Kingdom or elsewhere, Any funds not required to remove the so- 
called surplus beans were returned to the growers on the basis of their 
contribution at the end of each season, During 1958 the co-operative 
and the board signed a purchase and sale arrangement authorizing the 
Grain Marketing Division of United Cooperatives of Ontario to act as 
consultant snd agent in respect of both domestic and export sales. 

This arrangement was to continue until August 15, 1959, the end of the 
1958 crop year. 


The amount of product taken off the market at the negotiated 
price and resold et the lower open market price has varied widely from 
year to year depending on weather conditions, crop yields and the gener- 
al demand situation. For example, a fee of 17¢ per bushel was collected 
from producers end used to subsidize the sale of 100,000 bushels of the 
1956 crop whereas the correspondins figures in 1957 were only 8¢ per 
bushel and 50,000 bushels.~ These figures indicate that it has been 
possible to sell by far the larger part of the total annual crop at a 
price considerably above that paid on the open market. Stated other- 
wise, it is apparent that, by pursuing this two-price policy, the board 
has increased appreciably the average price received for all beans sold, 
And it has increased even more the price received for the large percent- 
age of the beans sold in the Cenedian market. It is, of course, this 
latter fact which has special significance for this Commission. 


Another board which in recent years has operated on a fairly 
similar principle is the Ontario Cheese Marketing Board. This board 
was the first one to be established under the 1937 Act. For the first 
several years its efforts were directed towards increasing the effective- 
ness of the cheese board (auction) method of selling. Cheese boards or 


1 Annual Report of Ontario Bean Growers! Marketing Board for year end- 
ing December 31, 1958. 


2 Annual Report, Cooperation and Markets Branch, Ontario Department of 
Agriculture, year ending March 31, 1958, p. 9. 
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local auction merkets had been in operation for many years, Cheese 
from a group of factories would be brought to a central point in the 
area where it was sold by auction to representatives of the trade. By 
degrees, however, the practice developed whereby each buyer secured a 
lerge part of his requirements directly from each of a number of factor- 
ies with the result that less and less of the cheese was offered for 
sale on the boards. In 1937, when the Cheese Marketing Board was erseanc 
ized, only about a third of the cheese was being sold on the boards, 

In view of this sitvetion the Marketing Board instituted a program which 
required all cheese, with certain limited exceptions, to be sold through 
the boards. The assumption was that this would increase the number of 
buyers at the auctions and that the more numerous buyers would result in 
keener buyer competition and hence higher prices. 


During the early post-war years the export price of cheese going 
to the United Kingdom market was set by annual contracts arranged joint- 
ly by the federal government and the British Ministry of Food.~ Canadian 
producers became dissatisfied with the prices stipulated in these con- 
tracts and felt that a cheese marketing board, if permitted to handle 
the cheese, could improve the timing of export sales in such 2a way as to 
reduce supplies and thereby reise prices in the domestic market in the 
spring months. Indeed as early as 1946, in response to the Board's re- 
quest, 2 corporate agency, Ontario Cheese Producers! Association Limited, 
was authorized to collect licence fees, handle all sales of Ontario 
Cheese and collect all payments from buyers. An attempt at central sell- 
ing by this agency, however, encountered almost immediate buyer opposi- 
tion with the result that central selling was discontinued and the cheese 
board system restored. 


By 1950, however, producer dissatisfaction with the terms of the 
export contracts resulted in insistent demands for further control. As 
a result the provincial marketing board authorized the corporate agency 
to market all the cheese sold outside the province énd stipulated that 
all other sales should be made through six exchanges which replaced the 
old cheese boards. In addition provision was made for establishment of 
a negotiating committee composed of five producers and five buyers. This 
committee established minimum prices at which all cheese was to be sold. 
From then on any cheese not purchased at or above this minimum price was 
to be bought up by the agency of the marketing board at a minimum price. 


In 1951 the board built, with government assistance, a modern 
cheese cold storage and curing plant at Belleville capable of holding 
five or six million pounds of cheese. About three years later a second 
curing and storage warehouse of about the same size was built at Win- 
chester in eastern Ontario. In 1951 the board inaugurated a two-price 


1 For a more complete account of the origin, methods and history of 
operation of cheese boards see Deiry Industry in Canada by Ruddick, 
Drummond et al published by Ryerson Press 1937, pp. 158 to 162 in- 
clusive, 


2 It is important to note that in these years considerably more than 
half the cheese was exported and almost all of it to the United 
Kingdom. 
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system and an equalization pool. The aim was to obtain a higher price 
for most of the cheese in the domestic market where demand was relative- 
ly inelastic and a lower price in the export market for the balance. A 
contract with the United Kingdom was negotiated under which 25,370,601 
pounds of cheese were exported at 32¢ a pound. Then the negotiating 
committee established a minimum domestic price of 36¢ a pound. In order 
that all producers might share equally in the total returns received in 
the domestic and export markets the domestic and export prices were 
blended. The funds required for this purpose were obtained by charging 
all factories a licence fee of 3¢ per pound. Thus the blended price to 
all producers was established at 33¢ a pound. 


While this program increased the returns of producers in 1951, 
the high Canadian price induced importation of over eight million pounds 
of cheese from New Zealand and this tended to reduce the price that 
could be obtained for cheese in Canada in 1952, However, the board has 
continued to conduct a two-price plan since that time. Minimum Canadi- 
an prices have been set by the negotiating committee and the board has 
taken up any cheese that could not be sold on the exchanges at these 
prices, The finances required for the buying programs have been obtain- 
ed by using bank credit advanced on the security of federal and provinc- 
ial government guerantees.. The difference between the negotiated price 
paid by the board's agency and the lower price received on the export 
market has been made up by collecting levies on all cheese sold. 
Negotiated prices have varied considerably from time to time depending 
upon changes in production, the possibility of being able to sell in 
the United Kingdom, and the extent of bank guarantees and price suvporte 
ing arrangements with the federal and Ontario governments. Similar 
variations have existed between the negotiated Canadian price and the 
price received for the exported portion. As a consequence the benefit 
derived by producers from the two-price system has varied considerably 
from year to year. There is every indication, however, that some and 
probably considerable benefit was obtained throughout the period since 
the system was instituted. Since the elasticity of demand for Canadian 
cheddar in the United Kingdom was considerably greater than in Canada 
it was quite possible to increase producers! peturns by disposing of 
part of the production in the United Kingdom,~ But while the program 
may have benefited producers it certainly resulted in Canadian consum- 
ers being discriminated against in the matter of price. 


it is important to note that the actual costs involved in carry- 
ing through the board's program have to be deducted before the net gain 
to producers can be calculated. That these costs have been very con- 
siderable can be seen by examining the most recent statement of the 
marketing operations of the board's marketing agency. This statement 


1 The corporate agency, the Ontario Cheese Producers! Association 
Limited, was replaced by a co-operative in 1956, 


2 For detailed consideration of the demand elasticity during these 
years see "The Marketing of Ontario Cheddar Cheese" an unpublished 
Ontario Agricultural College MSA thesis written in 1958 by M. 
Roytenberg, Chapter 6, 
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which follows on the next page, shows that the agency had to perform ex- 
tensive marketing functions and that the cost of some of these, such as 
storing, financing and sales promotion, was quite large. It should al- 
so be realized that some of these costs would have been much larger had 
not various forms of government assistance been provided. Government 
guarantees undoubtedly reduced bank interest and government grants cer- 
tainly reduced the cost of providing storage facilities, 


Apart from the monetary cost there are other factors which have 
been encountered and which have conditioned both the mode of procedure 
and degree of success of the board. For one thing the board's agency 
has had considerable difficulty in getting and supplying the particular 
quality of cheese desired by British buyers, Even more difficult has 
been the problem of providing cheese in the quantities and with the de- 
gree of regularity desired by foreign purchasers, Acquisition of stor- 
age facilities, however, has helped greatly in regulating both the 
quality of the product and time of shipment. Another problem has been 
the uncertainty of finding foreign markets, due partly to expansion of 
production in Britain itself and partly to the British government's lack 
of dollar exchange. Still another problem has been in limiting the 
importation of cheese from the southern hemisphere which naturally tend- 
ed to result from the board's policy of keeping Canadian cheese prices 
at a high level. In this connection it is significent that in June 1956, 
after prolonged negotiations, the board managed to have the importation 
of cheddar cheese placed under the Import-Export Licence Act. Since 
that time no importer could bring in this commodity without an import 
licence from the Department of Trade and Commerce. Finally, and very 
importantly, there is the fact that the price raising efforts under- 
taken by the Ontario board have benefited the cheese producers in Quebec 
at no cost to themselves and induced a rapid expansion of production in 
that province. As production expands it becomes necessary to remove a 
larger proportion of the product from the Canadian market in order to 
support the domestic price at a given level. It would thus appear that 
the need to increase the amount exported is likely to occur at the very 
time that export markets are more difficult to find. 


Very different from the operations just discussed are those of 
the New Brunswick Cheese Marketing Board which has been operating since 
1939. Prior to its formation cheese was marketed on a cheese board auc- 
tion like those already described in the case of Ontario. Since, how- 
ever, there were only a few factories, all the cheese was sold on the 
one auction. A representative of each factory accepted or rejected bids 
for its particular cheese, Auctions were held every two weeks from May 
to November. The cheese was graded at the factory by a provincial in- 
spector who kept a record of the amount graded and the grades at each 
factory. This information was supplied to the trade representatives at 
the auction. 


From the producers! standpoint this system had several weakness- 
es. Because storaze space was insufficient during peak production per- 
iods, factories were often forced to accept prices below those ruling on 
the Toronto and Montreal markets despite the fact that Maritime provinces 
constituted a pronounced cheese deficit area. Dealers made the most of 
the producers! weak bargaining position and it was commonly alleged that 
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ONTARIO CHEESE PRODUCERS! CO-OPERATIVE LIMITED STATEMENT 


—— 


OBL19 
APRIL 1, 1957 TO DECEMBER 31, 1958. 


CHEESE MARKETING OPERATIONS FOR THE PERIOD FROM 


EXPENDITURES : 
Cheese Purchased (200 587 boxes) 


Direct Expenses: 


Cartage $ 69,962.05 
Handling 50,751.36 
Insurance 2158/9.0k 
Storage 216592 6a8 
Waxing ee. 2 891 e 6 3 
oales Expenses: 
Salaries $ 10,300.00 
Travelling 1,056.42 


Promotion of Export Sales: 


Export Subsidies $ 49,666.89 
Export Freight and 
Expenses ZO yells 32 


Administrative and 
General Expenses: 


Audit and Legal $ 3,140.00 
Bank Charges and 

Interest 280), bis o2 
Management Salaries PAGY Oe Pel he) 
Office Salaries 8,336.85 
Rent 410,00 
Telephone and Telegraph 2546.01 
Office Expenses (52030 
Travelling - Secretary- 

Treasurer 1,859.84 
Directors! Fees 260.00 
Directors! Expenses 1150.01) 


TOTAL BAPENDITURES 


DEDUCT: Proceeds from Sales 
of Cheese (171,012 boxes) 


NET AMOUNT EXPENDED TO DATE 


% 6,169,461.81 


11,356.42 


ey, 


303 5620.45 T1493 He D4 
% 6,944 396.35 
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they agreed on 2 low price before entering an auction. It was when the 
prices paid dropped to particularly low levels during the 1930's that 
steps were taken to form a marketing board. 


The board's chief activity is the operation of storage facili- 
ties at St. John. Cheese goes directly from the factories to these 
facilities where it is graded and held until satisfactory prices are 
obtained. By spreading sales over the entire year the board has made 
real progress in eliminating seasonal price variations. In particular 
it has made it unnecessary for producers to accept very low prices dur- 
ing the season of peak production, 


in order that producers may receive money regularly even though 
cheese is often kept for several months before being sold, the board 
collects fees which are used to make an advance payment. This initial 
price is based on the current price and market outlook, If the cheese 
is sold for some higher price later on a supplementary payment is made, 
Instead of the cheese being sold at auction with representatives of the 
several factories present, it is now all sold by the marketing board's 
agent. This man meets monthly with the board's directors and, after 
all available market information is considered, a minimum price is set. 
All cheese is then sold by the agent at one price to all buyers. 


Whether the board's program has resulted in any reduction of re- 
tail prices may be seriously doubted. It seems reasonably certain, 
however, that it has resulted in significant increases in producer pric- 
es. One would expect that the extra income resulting from the more 
orderly marketing and improved bargaining power would considerably ex- 
ceed the costs involved in storing plus the general costs of administer- 
ing the board. 


Hog marketing boards have been operating in New Brunswick since 
1951 and in Nova Scotia since 1953. The purpose or purposes are the 
same in both cases. Their main function has been to guarantee the con- 
tinuance of the system of shipping and selling already in existence. 
In the 1920's, in an effort to improve the quality of hogs, the federal 
government paid quality premiums, However, in the Maritimes it was found 
that the system of marketing through drovers prevented premiums from 
reaching producers. To overcome this difficulty the government began en- 
couraging the formation of producers! shipping clubs. These clubs were 
supervised by the federal Livestock Branch until 1927 when the Maritimes 
Livestock Marketing Board was formed. Before long this board extended 
its operations and was transformed into a general producer co-operative 
now known as Maritime Co-operative Services Limited. 


Since the shipping clubs did not eliminate all the independent 
drovers and shippers the governments of New Brunswick and Nova Scotia 
in 1936 agreed to pay a bonus on premium hogs if shipped through recog- 
nized marketing organizations. Since independent shippers could not 
secure this premium it was not long until over 95% of the hogs were be- 
ing marketed co-operatively. During the war and post-war years, however, 
hog production increased and the premium payments became -more and more 
burdensome to the provincial governments. In 1951 the New Brunswick 
government announced that it was discontinuing the payments. Since 
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these payments were the meéns of guaranteeing support to the co-oper- 
ative something had to be done to replace them. The result was the 
immediate establishment of a New Brunswick Hog Marketing Board. A 
similar board was formed in Nova Scotia in 1953 even though the premium 
payments were continued in that province. 


Since a major reason for the boards was the desire to maintain 
Maritime Co-operative Services in a healthy condition it was only natur- 
al that both boards chose this co-operative as their selling agency. 
Both boards provide for the division of the provinces into districts 
within which the producers are grouped into shipping clubs. Each club 
has a secretary who arranges for the collection and delivery of the hogs 
to the co-operative, When sale is completed the co-operative makes out 
a statement for each farmer showing all marketing costs entailed. These 
statements along with cheques for the balance are mailed to the ship- 
ping club secretary who in turn sends them to the farmers, 


So far as one can see the boards! chief objectives are to pro- 
mote the operation of shipping clubs as a means of maintaining and in- 
proving hog quality and to ensure thet producers get whatever bargaining 
advantages and other merketing efficiencies can be obtained by selling 
through a single co-operative agency. The only control exercised by the 
boards is the requirement that hogs must be sold through the co-operative 
selling agent. All New Brunswick producers wishing to sell to packing 
plants that are federally inspected must sell through the agency. The 
same applies to all Nova Scotia producers wishing to sell to packing 
plants which buy over 200 hogs per month. Inasmuch as the percentage 
being marketed by the co-operative was at least as large before as after 
organization of the boards, it is difficult to see how board operation 
has exerted any additional influence over either producer price or gener- 
al marketing efficiency. 


The situation which caused development of the Ontario Hog Market- 
ing Board was entirely different from that just described. Ontario pro- 
ducers were primarily concerned with the need for price rather than 
quality improvement. They had become more and more convinced that buyer 
competition had well-nigh disappeared and that the prices which they re- 
ceived reflected this lack of competition among the buyers and lack of 
bargaining power on the part of producers, The practice whereby hogs 
were taken directly from the farms to the packing plants by truckers had 
replaced all but a small part of the selling on the open market and pro- 
ducers contended that this had left price determination entirely in the 
buyer's hands. In view of these developments producers felt that they 
were being paid prices which were far below the true competitive level. 
In their opinion what was needed was elimination of direct marketing with 
its trucker-packer relationships and its replacement by some system which 
would put producers in a position where they could force packers to com- 
pete actively with one another for their hog requirements, In short, 
what they wanted was either a full-fledged restoration of the open market 
type of selling or a selling technique which would give at least equival- 
ent results. 


<2 4 


Organized in 1945 the Hog Marketing Board first tried to improve 
prices by means of negotiation. A negotiating committee representing 
producers and packers was formed and from 1946 to 1951 price negotiation 
was attempted. During this period also the board collected licence fees 
from producers and added greatly to the strength of the provincial hog 
producers! association. However, despite these developments, marketing 
methods remained unaltered. And, when in 1951 the processors announced 
that they would not negotiate in respect of prices, the negotiating 
committee was disbanded. As a result of this experience the board de- 
cided to establish a marketing agency. After prolonged discussions 
with the livestock commission firms operating on the Toronto stockyards 
a private company representing these firms and known as United Live- 
stock Sales Company was formed and began operating as the board's sell- 
ing agent in February 1953. This agent was authorized to establish 
prices, to sell and direct the movement of hogs and handle payments to 
producers. 


Between February 1953 and March 1955 the agency tried to improve 
the price situation but met with limited success. Since it was only 
able to exercise control over the 10% of the hogs that were marketed via 
the stockyards, its bargaining power was limited. It was further limit- 
ed by the packer practice of paying bonuses to truckers to induce them 
to bring hogs from more distant areas, This practice naturally tended 
to reduce still further the percentage of hogs going to the stockyards. 
In view of this situation the board decided that further changes in the 
marketing system were necessary. As a first step the private company 
was replaced as sales agency in April 1955 by the Ontario Hog Producers! 
Co-operative which was specially organized for the purpose. Following 
this a program calculated to eliminate the direct marketing and packer- 
trucker arrangements was instituted. Assembly yards were gradually es- 
tablished at several points in the major hog-producing areas, Although 
establishment ot these yards was authorized in 1956 for the area covered 
by Grey and Bruce counties, it was not until after the Supreme Court of 
Canada rendered its decision regarding the legality of the Ontario Farm 
Products Marketing Act and the regulations of the Hog Producers! Market- 
ing Board in January 1957 that the board felt free to proceed with its 
assembly yard program, Legal technicalities further delayed actual issue 
of the necessary orders until September 1957. Since then the number of 
assembly yards and the counties served by them has been rapidly increas- 
ed and at present the bulk of the province's hogs are required to be 
taken to one or other of these points and hela there until sold by the 
board's selling agency. They are then transported at the expense of the 
packing plants wnich buy them, 


Supplementing tne assembly yards are the activities of the sell- 
ing agency which operates from a central headquarters in Toronto, The 
hogs are sold by telephone to the highest bidder. Agency headquarters 
has teletype connections with the assembly yards, It also has daily 
contact with all major markets across Canada and two major United States 
markets, After examining prices being asked for varicus pork cuts in re- 
tail stores, taking note of the previous week's hog kill, expected hog 
delivery for the coming week, and reviewing hog prices at major Canadian 
and United States markets, the sales agency establishes an asking price. 
The various packers are then contacted by telephone and bids are solici- 
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ted for lots of hogs of various sizes and in various assembly points 
across the province. The usual trade haggling follows until finally a 
price is agreed upon and a sale made. In the process the agency is able 
to play off one buyer against another. According to board officials the 
main principle followed is that the processor offering the highest bid 
will get the hogs. 


Just what effect this method of marketing has had upon the price 
of hogs and the producer's net returns is a much-debated question, It 
appears impossible to either prove or disprove that it has increased the 
selling price. Comparison between Ontario prices and those in other 
parts of Canada, before and after the advent of the agency method of 
selling, are, at the very best, subject to many indeterminate variables. 
It seems doubtful also whether the mere fact that the board has control 
of supply and is able to play off one buyer against another necessarily 
results in increased competition between the buyers. If, as the pro- 
ducers commonly allege, the larger packers actually agreed tacitly or 
otherwise to refrain from active bidding in the pre-board days, there 
seems no reason why they could not continue to do so now if they were so 
inclined. Furthermore, the mere fact that most of the packing plant 
capacity is represented by four of the largest firms would seem to make 
it relatively unnecessary for these firms to bid very actively. Since 
they possess so much of the processing capacity they know that they are 
certain to get a large percentage of the hogs sooner or later whatever 
their price bids. However, the new system undoubtedly makes it more 
possible for the fairly numerous small packers to get hogs than under 
the former set-up. To the extent that the large packers refrain from 
bidding altogether, or until close to end of each market day, the small 
packers will get hogs since they will obviously be the highest if not 
the only bidders. And if, as appears to be the case, the small packers 
are now securing a larger percentage of the hogs than previously, the 
larger packers may feel impelled to bid somewhat more keenly in order to 
get something like their accustomed supplies. Such action would, of 
course, have some price-raising effect. Apart from the above consider- 
ations, however, there is the important fact that selling is now being 
done by people who have specialized bargaining skill and who are acting 
on the basis of very complete market information. This in itself should 
make for considerably increased producer bargaining power and corres-= 
pondingly higher prices, On the other hand it is still true that pro- 
ducers are much less able to delay their sales than packers are to de- 
lay their purchases. Hogs must still be sold when they reach certain 
weights and degrees of finish. This fact tends to weaken the seller's 
bargaining power. 


Whatever the effects on prices and incomes may be today, they 
were practically non-existent during most of the period of special con- 
cern to the Commission. Nevertheless, this particular board and its 
program are of very real interest from the standpoint of future as well 
as present marketing policy. The uniqueness of the program and the fact 
that it affects the welfare of such a large number of producers have 
made it easily the most controversial one in eastern Canada, 
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The British Columbia Experience 


Without question the most thoroughgoing Canadian attempts to 
secure farmer benefits through controlled marketing have taken place in 
British Columbia. Whereas marketing boards in other provinces have 
sought to raise farm prices and incomes by negotiating minimum selling 
prices, strengthening producer bargaining power or following a two- 
price plan, the British Columbia boards have used a wide variety of con- 
trol methods and most of them contemporaneously. This has been parti- 
cularly true of the British Columbia Fruit Board. This board has con- 
trolled such matters as the time and place of marketing, the quantity 
and quality of the product marketed, the percentages of the product 
marketed in the fresh and processed forms, the nature of the containers 
used, etc. It has also sought to expand demand by undertaking elabor- 
ate advertising programs and developing new types of processed products 
through extensive research. It has also undertaken large scale process- 
ing operations and performed its own brokerage functions so far as west= 
ern Canada is concerned. In short it has made the most extensive use 
of the special legislation authorizing the creation and operation of 
marketing schemes of any board in the country. 


Prior to 1939 the board's only method of influencing prices 
consisted in regulating the flow of products to market. In that year, 
however, a one-desk deal or central selling scheme was instituted. 
Operation of this plan has meant that all the selling has been done by 
B.C. Tree Fruits Limited, the board's selling agency, and that all sales 
returns to growers have been pooled. The agency does all the selling 
and controls and directs the movement of the products but never takes 
actual physical control of them, This control is maintained by means 
of three-way contracts between growers, shippers or packing houses and 
B.C. Tree Fruits, the central selling agency. The essential point in 
these contracts is that growers and shippers give the agency the right 
to sell all the product and to conduct pools to handle all returns. 


In 1946 the board decided to enter the processing business and 
purchased four processing plants. The purpose of this was two-fold. 
One objective was to make use of what would normally be waste fruit, 
the cost of sorting of which had to be added to the cost of packing 
good fruit. The second purpose was to take lower grade fruit off the 
fresh fruit market and thus secure better returns for the better grades 
which remained. 


The various types of control undertaken by the B.C. Fruit Board 
are said to have resulted in a number of savings. These are supposed 
to include savings resulting from effecting low and standardized broker- 
age fees, economic allocation of shipments due to reduction of the so- 
called re-shipment problem, development of a standard policy in respect 
of claims, and using cold storage facilities to the best possible ad- 
vantage. Apart from making savings, however, the board's main concern 
has been with the possibility of raising the average price obtained, 
This aim has been sought through applying the principles of orderly 
marketing, centralized selling by specialized and well-informed sales- 
men, product differentiation and price discrimination, The board's 
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ability to apply these principles stems mainly from its control over 
100% of the product. This singleness of control makes it possible to 
decide when or where to sell, at what prices, in what forms, etc. 


While it is obviously impossible to calculate any effect which 
the board may have had on the marketing spread in many areas where 
British Columbia fruit is sold, it has seemed to us that there might be 
at least some possibility of determining whether the board's operations 
had exerted any influence on the spread in British Columbia itself. 
Whereas in other areas such as central Canada, the United States and the 
United Kingdom, the price spread for apples relates to apples which come 
from several different producing regions, most apples sold and consumed 
in British Columbia are produced in the province and marketed through 
the B.Ce Fruit Board. In view of this situation, therefore, we have ex- 
amined certain aspects of the board's pricing policy. More specifically 
we have looked at the price lists issued by B.C. Tree Fruits Limited dur- 
ing the last few years. These lists are put out quite regularly, some- 
times every two or three days. The prices shown on these lists are f.o.b. 
shipping point prices in British Columbia unless specifically stated to 
be otherwise. The significant thing about these prices is that they tend 
to vary from one market area to another. 


The prices at which sales are made to British Columbia and 
Alberta are normally somewhat higher than those charged to buyers in 
Saskatchewan, quite significantly higher than those charged buyers in 
Manitoba, and very considerably above those charged buyers east of Fort 
William, The actual price differences appear to vary rather markedly 
from one part of the season to another, from year to year, from variety 
to variety and from grade to grade within a variety, At times only two 
prices are shown, one for all of Canada west of Fort William and one for 
Canada east of there. At other times four different prices are shown, 
one for British Columbia and Alberta, one for Saskatchewan, the Pas and 
Flin Flon, one for all Manitoba points west of Winnipeg and a fourth for 
Winnipeg and points east to Fort William and Kenora, At still other 
times additional prices are cuoted for points east of Fort William and 
for the British Columbia Coast as distinct from the interior of British 
Columbia. Generally speaking the prices become lower as one goes from 
west to east, although there actually are times when prices are uniform 
for all of Canada. To illustrate the extent of these variations it may 
be noted that during most of the 1954-55 marketing season extra fancy 
McIntosh (Standard Box and Tray Pack 80S-88S) sold for $2.75 a 45-pound 
box to buyers west of Port Arthur and $2.20 to buyers east of there. In 
the same way, during about three months of the 1955-56 season 2 box of 
these same apples sold for $2.75 in British Columbia and Alberta and 
$1.95 in Winnipeg and as far east as Port Arthur and Kenora, What price 
was charged east of there is not shown, presumably because it was not 
found possible to meet the competition of Ontaric, Quebec and other east- 
ern producers in that year of unusually large supplies and low prices. 
The point to be noted is that the prices charged in British Columbia and 
Alberta, where it is not necessary to fear competition from eastern 
Canadian growers, are usually somewhat higher than those charged further 
east. In order to sell to eastern Canadian buyers, B.C. Tree Fruits must 
quote a price that will permit the buyer to pay the cost of transporting 
the product from British Columbia and sell it in competition with the 
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apples produced in eastern and central Canada, The natural protection 
provided by long-distance transportation cost makes it possible for 

B.C. Tree Fruits to practise price discrimination against the more west- 
ern buyers. There seems little doubt that this discrimination is a 
definite part of the agency's pricing policy. 


If, in some years, the spread in British Columbia or Alberta is 
wider than elsewhere, it may well be due to the fact that the list price 
charged for that part of the apples sold for consumption in these pro- 
vinces is somewhat higher, on the average, than the price received for 
all British Columbia fresh apples sold to all buyers. That is, it may 
well be due to price discrimination against the British Columbia and 
Alberta buyers. That part of the spread between the price finally re- 
ceived by the producers and the price paid by the first buyer tends to 
be widened by the practice of price discrimination. At the same time it 
should be recognized that the farm price itself is made somewhat higher 
because of price discrimination against western buyers. The farm price 
is made higher to the extent that some of the buyers are made to pay 
higher (discriminatory) prices. However, the price discrimination rais- 
es the farm price far less than the list price charged the British 
Columbia and Alberta buyers. This is because the farm price is the re- 
sult of all sales to all mrkets. It is an averaged pool price result- 
ing from sales at non-discriminatory as well as at discriminatory prices. 


There is, however, another reason, apart from the influence of 
price discrimination, why the operations of the marketing board might 
affect the width of the spread in British Columbia, Since the board 
pools all its marketing costs, the spread in British Columbia is likely 
to be made wider to the extent that that part of the product which is 
sold and consumed in British Columbia must bear part of those costs 
which the board must meet in respect of the largest part of its sales 
which are made elsewhere. Thus, the retail prices in parts or all of 
British Columbia may be higher than they would be otherwise, partly be- 
cause the board's list price is higher in British Columbia and partly 
because British Columbia consumers must share some of the costs of mar- 
keting at more distant points. Here again, however, there seems no 
reason to believe that this particular influence on the spread has been 
any more pronounced in the last decade than in the years immediately 
prior to that. 


In considering the British Columbia or Alberta spread it is 
necessary to realize that a large fraction (around half) of the total 
spread consists of the various costs of the shippers, i.e., the differ- 
ence between the gross amount returned to the shippers by the selling 
agency (B.C. Tree Fruits) and the net price finally received by the 
growers after the shippers! costs are deducted, and that the operations 
of the B.C Fruit Board or its agency, B.C. Tree Fruits, cannot possibly 
influence these shippers! costs to more than a limited extent. It may 
be that the orderly marketing policy pursued by the board has lengthened 
the apple storage period or increased the percentage of the fruit that 
is stored and thereby added to the unit cost of storing. It could also 
be that, by stressing quality improvement and increasing the number of 
grades or classes in which fruit is sold, the board has increased the 
cost of packing and inspecting. Apart from ways such as these, the 
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board could probably only influence the width of the spread by charging 
discriminatory prices. It should be noted, however, that any effect 
the board may have had on the spread for the reasons just cited has 
probably not been any greater in the last few years than in the late 
forties or early fifties. Indeed there is every reason to expect that 
the increasingly intensive competition which the board has encountered 
in more recent years from Washington, Michigan and eastern Canada has 
reduced considerably its opportunities to gain from using price dis-= 
crimination tactics. This would suggest that any effect which the 
board's price discriminating policy may have had on the width of the 
spread in certain areas has been decreasing rather than increasing in 
recent years. 


While the B.C. Fruit Board has had the longest continuous exist- 
ence of any marketing board in the country and is generally reputed to 
have had an outstanding record of performance, it is by no means the 
only marketing board in British Columbia, Apart from the milk marketing 
board which was created following the Royal Commission report in 1955, 
both the British Columbia Interior Vegetable Marketing Board“ and the 
BeCe Coast Vegetable Marketing Board have been in existence since 1935. 
Both of them have experimented with a wide variety of controls and both 
have used the central selling agency technique. The Coast Vegetable 
Board has been particularly active in extending the sphere of its oper- 
ations. A co-operative was formed to act as its marketing agency in 
1945 and all growers were required to market through it. A large ware- 
house was constructed in 1947. This now provides cold storage facili- 
ties, and grading, washing, sorting and packaging equipment, as well as 
office space and a laboratory for testing potatoes. In an attempt to 
meet increasingly effective competition from potatoes grown in the State 
of Washington an extensive grading, packaging and branding program was 
instituted in 1952. The operation is on a large scale and results in 
low-cost packaging which, in turn, has helped greatly in meeting United 
States competition. In 1959 the board announced that it is starting to 
construct a second pa to cost $600,000 in Richmond on the north arm 
of the Fraser River.~ It will have facilities to grade, wash and pack 
about 400 tons of potatoes per day and storage space for 7,000 tons. 

It is expected that the plant will handle about 40,000 tons annually of 
Fraser Valley vegetables. Rail siding facilities are to be provided to 
permit shipment of produce to prairie markets, 
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1 Report of the British Columbia Royal Commission on Milk, 1954-55, 


Queens Printer, Victoria, B.C. 


2 Despite its lengthy existence, this board has encountered many obstac- 
les and at present faces some very serious problems, For a detailed 
account of this board's development, its marketing methods, the nat- 
ure and causes of its present problems, together with suggested re- 
quirements for their solution, see Report on the British Columbia 
Interior Vegetable Industry by E.L. Menzie, Department of Agricultural 
Economics, University of British Columbia in co-operation with the 
British Columbia Department of Agriculture, 1956. 


3 Canadian Grocer, April 25, 1959. 
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The Milk Marketing Boards 


Before concluding this discussion something should be said about 
the milk marketing boards which have been operating in the several pro- 
vinces since the mid 1930's. During the public hearings of the Commiss- 
ion, witnesses in different parts of the country suggested that these 
particular boards had been very successful in preventing spreads from 
widening. Because of this alleged success it was further suggested that 
the type of marketing represented by the milk boards might well be cop- 
ied in connection with the marketing of farm food products generally. 


In considering these suggestions it seems necessary to refer 
briefly to the special circumstances which gave rise to these boards as 
well as the general nature of their activities. Prior to 1933 or 1934 
the prices obtained for milk for fluid consumption were the result of 
voluntary negotiation between representatives of producer and distribu- 
tor organizations. By 1933, however, the prices paid at cheese factories 
and creameries fell so low that farmers who normally supplied these out- 
lets tried to secure a higher price by offering milk to fluid milk con- 
sumers at prices somewhat lower than those specified in the voluntary 
agreements between the regular producers and distributors. This extra 
milk was sold by a new crop of distributors and usually in unpasteurized 
form to consumers whose buying power was low due to wage reductions and 
unemployment. The result was that the volume of business of regular 
distributors declined, buying and selling prices lost all semblance of 
constancy and the voluntary price agreements became completely unenforce- 
able. In these circumstances regular preducers and distributors appeal= 
ed to their provincial governments to bring order out of chaos by estab- 
lishing producer and consumer prices, controlling the number and kind of 
distributors and exercising general supervisory powers. 


These appeals, plus a general concern about the maintenance of 
enough milk of high quality, led to the passage of milk control acts in 
the several provinces, The situation was considered to be serious and 
the legislation was looked upon as emergency in character, While it pro- 
vided for boards with almost complete control over all phases of market- 
ing, in practice the boards have been concerned chiefly with setting 
prices and licensing and bonding distributors. To a lesser extent they 
have been concerned with testing milk in distributing plants, regulating 
rates charged for transporting milk from the farms and investigating the 
possibilities of reducing spreads in distribution. It is significant 
that this type of regulation has called for regulation of existing mar- 
keting agencies and methods rather than any attempt at performing the 
actual marketing functions by the boards themselves. 


Though they were created to deal with an emergency situation 
the boards have continued to operate, chiefly because producers have 
practically insisted on the maintenance of governmental assistance in 
setting prices. They have argued that, without this help, their abil- 
ity to bargain relative to that of the distributors would steadily dimin- 
ish in view of the tendency of the latter to become fewer and larger, 


82479—6 


64 


When the boards were first set up, and for many years thereafter, 
prices were set at the consumer as well as at the producer end. This 
automatically established the width of the margins or spread. As time 
went on, however, it was felt by some that the fixing of retail prices 
wes making it unnecessary for distributors to compete with one another 
and thereby discouraging the possibility of securing further marketing 
economies and reductions in the prices charged consumers.t In an attempt 
to encourage such economies and price reductions some of the boards in 
more recent years have eliminated fixed retail prices. In most, if not 
in all cases, however, they have provided maximum levels above which re- 
tail prices cannot go. They have thus set maximum retail prices but no 
minimum ones. 


The suggestion that the fixed retail price should be removed has 
encountered considerable producer opposition. Such opposition was voiced 
by several producer representatives during the Commission hearings. In 
British Columbia, where the fixed retail price was removed in 1953, the 
representative of the provincial Federation of Agriculture expressed 
strong opposition.~ Similar objection was registered in Prince Edward 
Island, Nova Scotia and New Brunswick. This opposition appears to be 
based on a fear that removal of a fixed price at the retail end will make 
it more difficult for some distributors to earn their accustomed income 
with the result that distributors will press for relief in the form of 
reduced prices at the producer end. There is also the fact that, in the 
price negotiations which have taken place over the years, there has been 
a tendency to divide any increase or decrease in the retail price fairly 
equally between the producers and distributors. It is undoubtedly easier 
to do this when the retail as well as the producer price is fixed.~ More- 
over, when a given increase or decrease in retail price is divided equal- 
ly between the two groups, the producer's share of the consumer dollar 
tends to remain unaltered. 


In respect to the general suggestion that the milk board pattern 
should be considered for the marketing of other products, there is one 
point that deserves special consideration. In the mrketing of fluid 
milk it has been possible to maintain fixed producer prices mainly be- 
cause any milk that could not be sold for fluid consumption at these 
prices could be disposed of for other uses at so-called surplus prices. 
It is difficult to see how a similar procedure could be adopted in the 
case of most other farm products. It may well be that the apparent tend- 
ency of agricultural producer groups generally to advocate the milk board 


1 Report of the Ontario Royal Commission on Milk, 1947, pp. 106-111. 
2 Proceedings, p. 79. 


3 In respect to retail milk prices there is the further practical re- 
quirement that, whenever a retail price is changed, it has to be 
changed by l¢ or s¢ per quart. The use of other fractions of varying 
sizes is simply not workable in practice. Furthermore, in those pro- 
vinces where the formula method of making price adjustments is used, 
the usual practice is that no adjustment is made until the formula in- 
dicates a 19¢ per 100 pound variation in either direction, Nineteen 
cents in the producer price is equivalent to approximately 4¢ per 


quart in the consumer price. 
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type of marketing is due to the fact that fluid milk represents a case 
where it has been found possible to limit supply and thus prevent a drop 
in producer price. There is, of course, the further fact that some of 
the boards have made considerable use of special cost-study data when 
setting producer prices, The fact that this practice has helped to 
maintain milk prices at levels satisfactory to producers may also help 
to explain why producers have suggested that the methods followed or 
represented by the milk boards might well be applied in connection with 
the marketing of other farm products. In view of the recent farmer con- 
cern with falling selling prices, the fact that fluid milk prices have 
been well maintained may have considerable significance, 


In line with what has just been said there is one further gener- 
al comment we wish to make in regard to marketing boards in general. The 
fact is that, thus far, Canadian marketing boards, other than the milk 
boards just mentioned, have been trying by one means or other to obtain 
the highest possible price for all of the various commodities that hap- 
pened to be produced. In other words they have not attempted to raise 
price by controlling production. There has been no attempt to interfere 
with the free-entry principle. This suggests that, if the boards have 
in fact managed to raise prices, they have thereby provided a special 
incentive to expanded production which sooner or later will produce 
price-depressing effects, Should this happen, any price-raising bene- 
fits that may have been derived from marketing board action may prove 
to be rather short-lived, 


General Summary 


The foregoing discussion of marketing boards can perhaps best 
be summarized in the form of a series of general statements as follows:- 


1. The demand for legislation providing for marketing boards 
with power to exercise 100% control over supplies arose 
when experience proved that certain kinds of marketing 
activities and objectives could not be achieved through 
voluntary co-operation. 


2. The demand was also partly due to the pronounced drop in 
farm incomes during the depression years and the growing 
farmer conviction that effective producer bargaining power 
could not be obtained without complete ability to control 
supplies, 


3. The essential feature of all marketing boards is the 
ability to compel a dissenting minority of producers 
to fall in line with the wishes of the majority. 


4. The general objective of the boards is to raise farm 


prices and incomes by undertaking special types of con- 
trol in connection with marketing, 
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In attempting to achieve this objective, marketing 
boards heve adopted widely different kinds and de- 
grees of control. The majority of the Ontario 
boards and those established so far in Quebec have 
concentrated on collective bargaining. For this 
reason they have come to be known as negotiating 
boards. Other boards have sought higher prices by 
controlling the rate of flow to market, by expanding 
demand through improving quality and advertising, 

by charging different prices in different markets, 
by selling different varieties or grades of a product 
to different income groups, by varying the form in 
which a product is sold or by using control over 
supply to achieve economies of scale in the perform- 
ence of marketing functions. 


Despite the fact that all provinces possess the 
necessary permissive legislation, the actual extent 
to which marketing boards are employed in Canadian 
farm food marketing, is, after 611, still relatively 
limited. Canadian marketing board activity has so 
far been limited geographically, in respect of the 
number of products handled, in respect of the length 
of operating period, ana in respect of the number and 
variety of control measures employed. 


Despite these definite limitations marketing board 
development has been both considerable and continuous. 
The total number of boerds has shown a steady increase, 


Thus far the major part of marketing board activity 
has taken place in Ontsrio and British Columbia, 


Boards may be classified into three general types - 
negotiating, negotiating-agency, and central agency 
boards. Generélly speaking, these three classes 
really represent variations in the scope of board 
activity. The sphere of activity tends to widen and 
the number and variety of control measures tends to 
increése as one passes from the negotiating to the 
agency type. 


The particular type or types of control employed de- 
pend upon many factors including the nature of the 
commodity being marketed, the need for gaining exper- 
ience, the amount of capital available, the willing- 
ness of unwillingness of producers to submit to 
specific kinds of control, distance from market, the 
particular pattern of the already-existing marketing 
structure and the nature of the producers! diagnosis 
of specific marketing problems, 
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11. Actual experience with the negotiating type of 
board indicates a considerable variation in the 
ability to influence producer prices, In certain 
cases a board's ability to influence prices has 
been limited by the necessity of meeting outside 
competition, or by the fact that anticipated sup- 
ply and demand varied greatly from the actual 
supply and demand which eventuated several months 
later. It would appear that a negotiating board 
cannot have any price-raising effect unless the 
negotiated price is also the price at which a pro- 
duct is actually sold. 


12. Thus far Quebec marketing board activity has been 
primarily concerned with the creation and oper- 
ation of joint marketing plans which involve price 
negotiations between producer and buyer represent- 
atives,. 


13. There appears good ground for believing that, in 
a good many cases, the bargaining power of produc- 
ers has been strengthened considerably by the use 
of negotiating committees. The ability to use the 
collective bargaining principle, the probability 
that producer-bargaining representatives have poss- 
essed better than average bargaining skill, the very 
considerable addition of general market information, 
and the fact that prices have been based,to some ex- 
tent,on the results of special cost studies, have all 
been factors making for increased bargaining power. 
On the other hand, there have apparently been instances 
where producer representatives have deliberately re- 
frained from pressing for higher prices during negoti- 
ation proceedings. 


14. On balance, the greater eouality of bargaining power 
resulting from action of marketing boards has probably 
meant some improvement in producer prices. If such 
has been the case and, if it has been impossible to 
pass any or all of these higher prices on to consumers, 
as appears probable in at least some instances, oper- 
ation of the boards may have indirectly narrowed the 
spread to some slight extent. However, it does not 
seem possible to determine whether or not this has, in 
fact, occurred, 


15. Despite the probability that producer bargaining has 
been strengthened considerably, it seems unlikely that 
it has become as strong as that of the processors. 


16, So far as negotiating boards are concerned, operating 
costs appear to have been extremely small. 


17. 


18. 
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In the case of at least two boards of the negotiating 
agency type - The Bean Growers! Board and Cheese 
Marketing Board in Ontario - the average price receiv- 
ed by producers appears to have been increased appreci- 
ably as the result of the use of a two-price policy. 
However, the actual price benefit derived by producers 
has varied considerably from year to year, 


While board programs may have benefited producers in 
these two cases, they have certainly resulted in 
Canadian consumers being discriminated against in the 
matter of price. In other words, the higher producer 
prices have been made possible because the United 
Kingdom demand was more elastic than the Canadian de- 
mand. This made it more possible to shift the burden 
of higher prices on to the consumers. 


In connection with the cheese board's activities the 
net gains to producers have been increased quite con- 
siderably because various forms of assistance have been 
given by the federal and Ontario governments. 


Of special significance is the fact that the price- 
raising efforts of the Ontario cheese board have bene- 
fited cheese producers in Quebec at no cost to them- 
selves. 


There seems every reason to believe that the New 
Brunswick Cheese Marketing Board has managed to secure 
significantly higher producer prices. Since these 
higher prices have been due mainly to the board's stor- 
age and orderly marketing program, it seems unlikely 
that retail prices have been either increased or de- 
creased. To the extent that this is so, the board's 
activities have contributed to some narrowing of the 
spread. 


Since the basic objective of the Nova Scotia and New 
Brunswick Hog Marketing Boards has been to maintain 
the practice of marketing through a co-operative sales 
agency it is difficult to see how operation of these 
boards has influenced either producer price or general 
marketing efficiency. They have simply served to main- 
tain a situation which existed before the boards were 
created. 


It appears impossible to either prove or disprove that 
the activities of the Ontario Hog Marketing Board have 
increésed producer prices, In any case, whatever the 
effects on prices may have been recently, they were 
almost non-existent during most of the period of speci- 
al concern to the Commission, 
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By far the widest variety of control methods has 
been used in the case of the British Columbia 
marketing boards. This is particularly true of 

the British Columbia Fruit Board which has con- 
trolled such matters as the time and place of 
marketing, the quantity and quality of the pro- 
duct marketed, the per cent marketed in fresh and 
various processed forms, the nature of the con- 
tainers used. It has also undertaken extensive 
research, sought to expand demand through advertis- 
ing, and performed processing and brokerage func- 
tions. The British Columbia Fruit Board has sought 
to raise producer prices through regulating the 
flow to market, employing specialized and well- 
informed salesmen and practising price different- 
ation. In short, it has made the fullest use of 
controlled marketing legislation of any board in 
Canada, 


The general practice of the board is to sell to 
British Columbia and Alberta buyers at higher 
prices than those charged buyers in other pro- 
vinces. There seems no reason to believe, how- 
ever, that any such price differences have been 
more pronounced since 1950 than in the inmediately 
preceding years. Indeed it seems likely that they 
have become considerably less in more recent years. 


70 


THE CHANGING SITUATION IN THE CANADIAN 
FARMING INDUSTRY, 1941 TO 1957 


A. The Scope and Purpose of the Study 


The marked changes that have occurred within the farming in- 
dustry since World War II have had a significant effect on the level of 
farm prices.l Two of the important changes in farming have been the in- 
troduction of improved production techniques and substantial increases 
in the amounts of capital invested in machinery and equipment, farm 
buildings and livestock. The effect of these has been a substantial in- 
crease in the level of farm output (supply) with consequential effects 
on the levels of prices received by farmers for their products, This 
study presents an analysis of the data reflecting the changes in agri- 
culture in relation to prices and incomes for the years 1941 to 1957. 


The period 1951 to 1957, when farm prices declined sharply and 
then levelled off, is of immediate interest. To the extent that the de- 
cline had its origins prior to 1951, it is desirable to look back into 
the earlier period for developments in certain lines, Comparisons are 
made for shorter time periods representing the sharply changing condi- 
tions affecting agriculture. Thus the years of World War II, 1941 to 
1945, were significantly different from the peace#time era, 1946 to 
1950. The outbreak of hostilities in Korea in 1951 brought a peak in 
farm price levels, the effects of which percolated through to 1953. The 
most recent period, 1954 to 1957, is representative of a struggle of age 
riculture to adjust to longer-run trends. 


There is a certain degree of regional specialization in Canae 
dian agriculture. Changes in farm prices, therefore, have varying ef 
fects on different producing regions. In the ensuing analysis reference 
is made to the varying impact on different regions of changing prices of 
farm products and changes in farm technology. 


Resulting from the agricultural development of the last two 
decades, there has been a sharp decline in the number of farms and in 
the total labour force employed in agriculture. For this reason, age 
gregate value and volume figures for items such as farm income and farm 
capital reflect inadequately the full impact of technological changes 
upon the farm enterprise as a unit. The analysis in this study, there- 
fore, is based upon an "average per farm", 


1 For a general economic study of the changing situation in Canadian 
farming industry, the reader is referred to "Progress and Prospects 
of Canadian Agriculture", Royal Commission on Canada's Economic Prose 
pects, 1957. Since issue of that study, data from the Census of 1956 
have become available and also consequent revisions in several of the 
basic agricultural statistical series. These new data have been used 
in preparing this study and it was considered useful to present an 
analysis based on these data in this volume. 
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Counts of farms (using Census definitions) are not carried 
out in intercensal years. Because of this lack, the estimates of farms 
for years intervening between Censuses are derived from straightline 
interpolations. To the extent that changes in numbers of farms in any 
given year departed from the straightline interpolation, averages per 
farm, as shown in the tables, will be an under= or overstatement of the 
actual situation. However, the major interest in this study is the 
analysis of trends, In the main, the derivation of estimates of number 
of farms by a straightline interpolation would not affect significantly 
the year=toeyear changes in averages per farm. 


Be Conditions in Agriculture, 1941 to 1945 


Conditions in Canadian agriculture in the early years of 
World War II were, to a large extent, a reflection of the preceding de- 
pression, The industry entered the war with depreciated and obsolete 
equipment, considerable unemployment (or underemployment) and heavy 
farm debts. 


During the war, farm prices rose under the pressure of heavy 
wartime demand, but control measures limited the extent of increase in 
prices received and also maintained relative stability in input prices, 
But output increased and this, combined with higher prices, led to ap~ 
preciable improvement in farm incomes. Net farm income from farming 
operations per farm, in terms of 1957 dollars, was $1,391 in 1941 and 
$2,133 in 1945 - an increase of some 57% in real terms. 


As farm income improved, debts were paid off. Total farm 
debt for the Prairie Provinces, as reported in the quinquennial Cen~ 
suses, in 1946 was only 54% of the amount reported in 1941. In 1941, 
39% of all Prairie farms reported "mortgages and/or agreements for 
sale" as compared with only 25% in 1946. Further, the debt in abso- 
jute dollars was much easier to service because prices of farm products 
rose by 85% from the 1941 to the 1946 average. 


The improvement in farm incomes came about while the agricul- 
ture labour force declined. Incomes per member of the farm labour 
force increased, But the difficulty of obtaining capital equipment in 
the war years was reflected in a decline in volume of sales of farm 
implements and machinery. This restrained the expansion of new invest- 
ment and output to some extent, and set the stage for a period of 
rapid investment after the war. 


C. The Era of Capital Improvement 


The total value of farm capital increased considerably bee 
tween 1941 and 1957, but the period of most rapid expansion began after 
the war in 1946 and continued through to the early '50's. There was a 
strong demand for farm products immediately following the war. As 
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decontrol proceeded, the domestic market adjusted to peace-time needs. 
The export market revived as war-devastated countries depended more on 
North American supplies. Farm prices rose as supplies were inadequate 
for postwar requirements. Rising prices were an incentive to increase 
output, and the capital investment program grew apace, 


Following the end of the war, the amount of capital per farm 
and per worker increased significantly. This strengthened the produc= 
tive capacity of farms and farm workers, as will become clear in a sub- 
sequent section on changes in productivity. Table 1 shows the changes 
in the value of capital per farm, while Table 2 shows the changes in 
the value of capital per worker in agriculture, 


TABLE 1. VALUE OF CAPITAL PER FARM: CANADA AND REGIONS, 
AVERAGES BY PERIODS, 1941 TO 1957 


(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars) 


1941945 7,563 3,892 6,231 8,575 8,487 8, 4,30 
1946-50 10,920 5 230 7,956 11,660 13,28, 12,390 
1951=53 15,653 6,745 10,679 16,866 19,571 15,809 
1954-57 17,228 Usa) geen, Seem 9. 175 21,053 18,023 


(1957 dollars) 
191945 14,665° 2 6473. 20,098 “17,531. o-27,9a2iert 155163 
1946-50 15,494 6,556 10,937 17,899 18,809 17,448 
1951-53 16,806 6,922 11,733 18,989 20,495 —- 17,732 
1954-57 18,036 7,636 12,428 20,256 21,740 18,88 


Source: Data from Dominion Bureau of Statistics, Agriculture Division. 


73 


TABLE 2. VALUE OF CAPITAL PER FARM WORKER: CANADA AND 
REGIONS, AVERAGES BY PERLODS, 1941 TO 1957 


(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars) 


19hl5 4,680. 2,541 3,521 5,288 5 9.90 5,015 
19hb6e50. 6,820. . 3,580. 4,yh13. .. 6,748 9,167 751,50 
Geblets) 40,416 a8 1,750 96,787) 0,776. 13,309. 12,662 
oe mee eo ee Ph hbG, wil? 628 ee 1S | eye 


(1957 dollars) 


194145 8,942 4.220 5,702 10,818 11,467 9,015 
196050. Ob Pileeed "82ers . 10,909,018). 10,457 
1951058 libpsoeeet 1,875. feigSe) 12, 1oseeeeets 935) 14,187 
19Simb7 - 12ksedeee) 5,42 Beses0h 13, 30eeerets,915) 15,410 


Source: Data from Dominion Bureau of Statistics, Agriculture Division, 


Most of the increase in the value of farm capital in the 
postwar and Korean periods was a result of heavy investment in farm mae 
chinery and equipment, and a buildup of producing livestock (wool-, 
milk-, meat- and eggsproducing animals) on farms. Increases in the 
total value of land and buildings were comparatively moderate, while 
both the numbers and values of horses declined drastically. Chart 1 
shows changes in the percentage distribution of farm capital. The ine 
crease in the relative importance in terms of value of livestock (ex= 
cluding horses) and machinery between 1941 and 1951 is readily appar- 
ente The 1951 livestock values were exaggerated, particularly by the 
high prices prevailing at or near the peak of the beef cattle price 
cycles 


The rapid buildup of capital depicted in these tables and 
chart accounts, in part, for the condition of oversupply that later 
developed and contributed to the decline in farm prices after 1951. 


One of the features of the “era of capital improvement" was 
the expansion in the average size of farms, as measured by area, Avere 
age area per farm in 1941 was 237 acres. By 1951, this had expanded 
to 279 acres = an increase of 18%. The trend continued through to 
1956, when the average size of farms was over 302 acres ~ 28% larger 
than in 1941 and 8% larger than in 1951. The increase in the average 
size of western farms (particularly Saskatchewan and Alberta) proceeded 
at a greater pace than in the east. The average size of Saskatchewan 
farms, for example, was 40% larger in 1956 than in 1941, as compared 
to only an 8% increase over the same period for New Brunswicke 
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CHART 1. CHANGES IN THE DISTRIBUTION OF FARM CAPITAL, 
CANADA, 1941 TO 1956 
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The expansion in the average size of farms accompanied a re= 
duction in the number of farms. There were only slight changes in the 
total land area in agriculture. In fact, the reported total area in 
agriculture for Canada in 1956 was slightly less than in 1951. The 
abandonment of farm land in the east was greater than any additions in 
the west. 


Table 3 contains average values of livestock (excluding hor-= 
ses) on farms as at June 1 of each year for four periods between 1941 
and 1957 in terms of both actual and constant (1957) dollars, Because 
horses are a source of farm power, they have been separated from 
"livestock" for the purposes of this analysis. 


TABLE 3. VALUE OF LIVESTOCK (EXCLUDING HORSES) PER FARM, 


AVERAGES FOR SELECTED PERIODS AS AT JUNE 1: 
CANADA BY REGIONS, 1941 TO 1957. 


(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars per farm) 


1941-45 1,099 512 953 1,458 1,101 1,157 
1962S Onna, 753 836 muted, 5ultiott 21,3 1,687 1,635 
1951-53 2,778 1,245 2,179 35535 2,917 2,392 
1954-57 24387 1,051 1,874 3,081 2,570 2,154 


(1957 dollars® per farm) 


1941-45 1,896 894 «1,523. 2,537 1,941 1,991 
1946-50 1,799 GaSe 52e © 2, 53: 1,767 1,759 
1951-53 1,938 COL gees ey 2, 138, 1,940 1,602 
195iie57 no 223308loan 4,020 onl 8ePae w3,08L 2,532 2,000 


a Deflated by index of average values per head. 
Source: Dominion Bureau of Statistics, Agriculture Division. 


Aggregate values of livestock on farms at June 1 in the poste 
war years were greater than during the war years in terms of actual 
dollars, But average values per head were much higher; allowing for 
this change in value per head, in terms of volume (deflated values), 
there were fewer livestock in the 1946-50 period. There was a subse= 
quent increase in the 1951-53 period, however = particularly in Ontario. 
The most marked increases came in the 1954-57 period for all regions in 
Canada. It should be pointed out, however, that these annual livestock 
inventories are materially influenced by cyclical movements in cattle 
and hog numbers. For example, the periods 1941-45 and 1950-57 include 
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a number of years representing upward phases in the cattle numbers 
cycle, while 1946-50 represents a downward phase. 


The decline in the number of horses on farms was a direct ree 
sult of the farm mechanization program. This is supported by the fact 
that the rate of decline in the western provinces has been greater than 
in the east and began at an earlier stage. Besides giving way to more 
productive methods of farming, the disappearance of horses released 
farm land which had been used to produce feed for these animals. This, 
in turn, increased the carrying capacity of farms for livestock des- 
tined for human consumption. 


The number of horses on farms in Canada at June 1, 1957, was 
only 31% of the number at the same time in 1941. Prairie farms had 
79% less horses in 1957 than in 1941, as compared with 53% less in 
Quebec and 56% less in the Maritimes. 


Table 4 presents estimates of the dollar purchases per farm 
for new farm machinery and equipment since 1941. An adjustment for 
price changes indicates actual volume changes and index numbers of 
changes in volume of new purchases per farm are shown in Table 5. 


It was not until 1946 that increases in volume of purchases 
of new farm implements and machinery became rapid, After the war the 
agricultural implements industry reverted to full-scale peace-time pro» 
duction, and volume of purchases showed progressive increases from 1946 
through to 1951. The increases in purchases for the Prairie Provinces 
in the immediate postwar years were greater than for the eastern pro-~ 
vinces, The peak year for the Prairie region was 1949, as compared to 
1952 for the Atlantic Provinces. 


The decline in volume of purchases per farm in more recent 
years is a reflection of the unfavourable cost-price relationship and 
also the substantial stock of farm machinery already on farms as a re# 
sult of the rapid buildup in the earlier period, as indicated in 
Table 6 ® 


Estimates of the value and volume of farm machinery on farms 
as at June 1 of each year for the four time periods since 1941 are pre 
sented in Table 6. 


The average value of machinery per farm in the 1951-53 period 
was between three and four times as much as the average for the 1941=45 
period for the Prairie Provinces, and from two to three times as much 
for Quebec and the Maritimes. In terms of physical volume there was an 
increase of well over 100% for the Prairies. On the whole, stocks were 
substantial in the early '50's and with the levelling off of new ine 
vestment the increase in the most recent period (1954-57), was less 
spectacular, 


The increase in volume of machinery and equipment was, in 
part, complementary to the decline in the number of horses on farms, 
There is a close correlation between the two. Tractors and tractor= 
drawn implements replaced the horse-and-plough and contributed 


Year 
1941 
1942 
1943 
194L, 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
195k, 
1955 
1956 
2957 


a Values at wholesale prices. 


Source: D.BeSe Farm Implement and Equipment Sales (annual). 


TABLE 4. 


973 
1,243 
1,882 
2,653 
3,412 
3,466 
3,803 
1,100 
3,959 
2,472 
2,619 
2,982 


2,610 
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PURCHASES OF NEW FARM IMPLEMENTS AND MACHINERY 
PER FARM, 1941 TO 1957% 


Maritime 


1,257 
1,411 
1,009 


(Dollars) 


817 
1,080 
1,215 
1,405 
1,773 
1,798 
1,586 
1,328 
1 BH 
1,902 


1,978 


Ontario 
854 
826 


Prairie 
Provinces 


British 
Columbia 


527 
BEN 
344 
564 
716 
1,180 
1557 
2,129 
2,282 
1,626 
1,918 
1,927 
ee: 
1,660 
2,069 
2,058 


1,558 


Year 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
4951 
1952 
Teepe) 
1954 
1955 
1956 
LOOT 


TABLE 5. 


100.0 
9269 
5400 

106.1 

119.9 

148.3 

21 deh 

26504 

30506 

297 04 

28825 

29 aD 

285.0 

L771 

186.8 

202.0 


167.2 
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RELATIVE CHANGES IN THE VOLUME OF PURCHASES OF 


NEW FARM IMPLEMENTS AND MACHINERY PER FARM, 


LOLENTOL Toa Ts 


Maritime 


199.0 


(1941 = 100) 


100.0 
7506 
ou BY, 
830) 

104.5 

LA7o4 

179.0 

211.2 

212.3 

23702 

264.0 

256.9 

22546 

188.3 

243.06 

25261 


24,3 20 


Source: Adapted from data in Table 4. 


Prairie 
Provinces 


ee 


100.0 
96.3 
56.0 

106.9 

128.3 

146.8 

228 02 

294 oh 

35408 

33367 

310.0 

34109 

3409 

17302 

163.3 

193.4 

15505 


British 
Columbia 


100.0 
100.7 

59.8 

98.2 
128.4 
204.08 
25663 
310.1 
29762 
202.6 
211.4 
202.7 
182.9 
172.0 
213.8 
20264 


14369 
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TABLE 6. VALUE OF FARM MACHINERY PER FARM AS AT JUNE 1: 
CANADA BY REGIONS, AVERAGES FOR SELECTED 
PERIODS, 1941 TO 1957. 


(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars) 


1941"45 1,065 47h 699 1,120 1,383 905 
1946-50 1,935 799s Lim gANaNTe? 34992 2,673 1,642 
19 51S530NNS 5 BNGe NTs bit HL Oren 3.253 1.886 2,331 
L9SIAS TERE IVAL7 iG HRS ShA cl 25072!. ©7°34900 5,295 2, 63h 


(1957 dollars)® 


1941-45 2,075 928 1,369 2,190 2,692 1,757 
1951453% 435877 1,459 2,011 3,826 5 635 2,689 
1954—57 4,130 1,687 226k hy 263 575k 2,634 


a Deflated by relevant price index of farm machinery. 
Source: Dominion Bureau of Statistics, Agriculture Division. 


significantly to the increase in farm labour productivity. Machines 
replaced both horses and mene 


Larger areas could be cultivated with the help of machinery 
and this encouraged the expansion in the size of farms by consolida- 
tion in the east, and by a combination of consolidation and introduc- 
tion of virgin land in the west. 


D. The Impact of Changes in Productivity 


The process of farm mechanization, improvement in livestock 
breeds, improved varieties of crops and seed, control of insects and 
diseases, and better farming techniques have all contributed to the 
increase in farm output. The increase in output, occurring at a time 
when the farm labour force declined, resulted in a substantial increase 
in output per man. 


However, output per man is not the best measure of produc- 
tivity, since the number of working hours per man were also declining. 
By dividing the index of physical volume of production by an index 


of the farm labour force, an index of gross output per man has 


1 See ppe 79 to 91, "Progress and Prospects of Canadian Agriculture", 
Royal Commission on Canada's Economic Prospects, 1957. 
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been obtained. This derived index is a rough guide to changes in pro- 
ductivity, providing qualifications about changes in capital and pure 
chased inputs are kept in mind. 


Volume of production (output) fluctuates from year to year 
and the index is materially affected by fluctuations in grain output. 
The peaks in Chart 2 for the years 1942, 1951-53 and 1956 coincide with 
peaks in the output of grain, which resulted primarily from exception- 
ally favourable growing conditions, The peak in the index of output 
per man came as Late as 1956. 


The decline in the farm labour force, after 1946, coincides 
with the start of the intensive farm mechanization program, Machines 
replaced men. The most marked decrease in the farm labour force oc- 
curred in the Prairie region where the mechanization program had pro- 
ceeded apace. 


The trend line indicates a marked increase in rate of gross 
output per man over the period of study at a rate of some 4.4 percente 
age points per year. Output per unit of farm labour in 1955 was over 
50% higher than in the 1946-50 period. In the favourable crop year of 
1956, it was over 80% higher and was 45% greater in 1957. The capitals 
labour ratio was higher in the latter years; in terms of physical vol- 
ume, there was, on the average, 33% more capital available per farm 
worker in the 1954857 period than there was in 1946-50. 


The increase in farm output has been facilitated by an in- 
crease in inputs e particularly purchased inputs. As mechanical power 
displaced animal power, farmers had to buy more oil, grease, gasoline, 
and other things with which to run their machines. Better farming 
techniques entailed greater use of fertilizers and sprays. Thus, agri- 
culture became more dependent on other industries as a srouce of inputs. 


Output-input relationships are of interest in this analysis 
on two accounts. First, the quantity of inputs in any year gives some 
indication of planned changes in output. In a longererun context, 
changes in the ratio of output to input are a measure of changes in the 
overall productivity of agriculture. 


The index of physical volume of output was divided by the in-~ 
dex of volume of input to derive output:input ratios. The average for 
the output-input ratio in the period 1951-53 was 18% higher than the 
average for 1946-50, while that for the most recent period, 1954-57, 
was about equal to the average for 1946-50. 


Output fluctuates from year to year because variables, such 
as the effects of nature, eogo, weather, are as yet mainly unplanned, 
but the trend has been on the whole upward. Inputs are more stable in 
the short run, and have shown a strong upward trend since 1941 - partie 
cularly in periods when farm prices were high relative to input prices, 
In spite of the break in farm prices in 1951, the volume of input 
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continued to increase, indicating that farmers were still planning to 
increase output in these years, and so output continued to rise, It 
was not until 1957 - some years after the break in farm prices and the 
development of unfavourable cost-price relationships - that the volume 
of input declined, but was still 12% higher than the average for 19\6= 
506 


E. The Implications in Terms of Farm Prices 


Farm prices increased steadily and rapidly from 1941 until 
1951, when they reached a peak of 197% above the average for the 1935~39 
period, Then prices declined sharply from 1951 until 1954, and have 
remained relatively stable since then. Since price is related to dee 
mand and supply, it should be possible to explain changes in prices in 
terms of these two variables. But demand and supply are, in turn, in- 
fluenced by several other variables. Some of the variables on the 
supply side and the net effect of these on the level of farm prices is 
the subject of discussion in this section. 


During the war years, the demand for agricultural products 
rose faster than supply. The Canadian farming industry was recovering 
from the prewar years of low levels of output caused, in large measure, 
by adverse weather conditions, The demand for food at home and abroad 
pressed hard on the available supplies, raising farm prices. Farmers 
had difficulty getting factors of production (e.g., capital in the form 
of machinery) during the war, and this restrained increases in output. 
Wartime controls became necessary. But in relation to requirements, 
shortages of food supplies became even more acute immediately after the 
ware Production in countries where combat was heavy was seriously 
disrupted, and the onus fell on other countries, including Canada, to 
meet the needs of these countries, Meanwhile, relaxation of controls 
at home unleashed the domestic demand for all consumer goods, including 
farm products, This increase in demand intensified the pressure on 
available supplies, and farm prices rose rapidly in the postwar period. 


Rising farm prices were an incentive to increase production, 
and with more resources now available, farmers began a program of ex~- 
panding output. There is evidence of this in the buildup of capital 
investment on farms starting in 1946. The mechanization program got 
underway at about this time. By 1947, the volume of purchases per farm 
of farm implements and machinery, was 24 times that of 1941. Techno- 
logical improvements resulted in increased productivity per man, per 
acre, and per animal unit, with favourable weather conditions also con- 
tributing. Supply was rapidly catching up with demand as output in- 
creased and shortages abroad became less acute as the agriculture of 
war-devastated countries recovered. 


The outbreak of hostilities in Korea disturbed the process of 
readjustment. Farm prices rose to even greater incentive levels, while 
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unit prices of inputs lagged. Farm prices in 1951 rose over those of 
1950 on the average of 13.8%, a rate of increase that was exceeded only 
in 1948 when farm prices rose by 18.5%. As the Korean situation eased, 
demand for agricultural products and other raw materials slackened. By 
this time production had well recovered in Europe. But output was at a 
high level and farmers were planning further increases. The volume of 
purchases of implements and machinery per farm in the years 1949 
through 1953 averaged almost three times that of 1941, even though the 
inventory of machinery per farm in June, 1951, was 16% greater in vol- 
ume than in 1949, The average volume of inputs in the 1951-53 period 
was 8% higher than the average for 1946-50 and total output rose to 
peak levels with favourable weather. 


The break in farm prices came in the latter part of 1951 and 
reflected the pressure of supplies on the market. Farm prices fell by 
8% in 1952. 


It was shown that farmers were still planning increases in 
production in 1951. This continued in spite of the decline in farm 
prices which began in 1951 and continued through to 1955. The quantity 
of machinery per farm continued to rise during these years. An ine 
crease in investment is reflected at a later stage in increased output. 
Capital investments of a durable nature are committed inputs and this 
makes it more difficult to reduce output. Average volume of inputs for 
the years 1954-57 was 13% more than the average for 1946-50, while vol~ 
ume of output was 14% higher. 


Generally favourable weather conditions prevailed in the ear- 
ly '50's and this helped to increase crop yields. The peak years of 
output, 1951-53 and 1956, coincided with high grain output resulting 
from good weather. 


The continued application of improved techniques in the 195l- 
57 period increased productivity further, thus contributing to the 
oversupply. Gross output per worker in 1957 was 45% higher than the 
average for the 1946-50 period, and was 80% higher in the good crop 
year of 1956. Even in the poor crop year, 1954, when rust damage re~ 
sulted in low grain yields, output per worker was 12% higher than the 
average for 1946-50. 


F, Impact of Changes on Farm Incomes 


Chart 3 shows the relationship between changes in the prices 
of farm products and the prices of commodities and services (exclusive 
of farm family living) used by farmers for the period 1941-57. The in- 
dex of prices received by farmers reflects changes in the prices of 
farm products relative to the base year, 1949. Likewise, the index of 
input prices reflects changes in these prices relative to 1949 ot 


oe ce ethan valiant . naptime Atndbalat et tek anit ial a ie Sn 
1 These indexes were constructed on a five-year base, 1935-39. They 
were changed to a 1949 base by recalculation. 
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When input prices rise at a greater rate than output prices, 
often it is contended that farmers are in a less favourable position, 
since it costs more to produce commodities that now fetch a lower price 
than in the base year, The existence of such a situation has been re- 
ferred to in popular jargon as the "costeprice squeeze", and in recent 
years it has been a prominent theme of farmers! representations to the 
public and to governments. 


Apart from questions about the usefulness and validity of a 
comparison of changes in unit output prices with changes in unit input 
prices, the nature of the relationship described by graphic and tabular 
presentation of these is highly dependent on the base period selected. 
The presentation in Chart 3 is not intended to convey any suggestion 
of normality in 1949 relationship of prices. The year 1949 was used 
as a base in this instance only to provide consistency with most of the 
analysis in other parts of the report. 


Since farm incomes are a residual of receipts less expendi- 
tures, it follows, other things being constant, that when input prices 
rise at a greater rate than output prices, this will have an adverse 
effect on net incomes, The effect becomes more pronounced if the trend 
is towards greater use of purchased inputs, as has been the case in 
Canadian agriculture over the period of study. But it has already been 
shown in the analysis that there were substantial increases in effi- 
ciency during the postwar period. Thus, in certain types of enterpri- 
ses, net incomes per farm and per worker were not as seriously affected 
as would appear from the bare "output price-input cost" comparisons. 


Realized gross income is the sum of cash receipts from the 
sales of farm products, income in kind, and supplementary payments un- 
der the provision of the Prairie Farm Assistance Act, Prairie Farm In- 
come Plan, and Wheat Acreage Reduction Program, Operating expenses and 
depreciation includes taxes, interest and rent, as well as all purchased 
inputs including hired labour, The adjustment for inventory change in- 
cludes the value of physical changes of farm-held year-end inventories 
of grain and livestock. Net farm income is derived by subtracting 
operating and depreciation charges from realized gross income and add= 
ing the value of inventory change. It represents returns to farm 
operators and their families for labour, management, and for their 
share of the capital in the farm business, 


Year-toeyear changes in farm incomes for Canada as a whole 
are materially affected by the changes for the Prairie Provinces. 
There is a marked correlation between the two series, with Prairie in- 
comes generally higher than the average for Canada, The net farm in- 
come per farm, in actual and in 1957 dollars, is given in Table 7. 


For all regions, average net farm income in actual dollars 
rose from the war years and reached peak levels in the 1951-53 period. 
The averages for the most recent period, 1954-57, were below the 195l- 
53 peaks, but were higher than the immediate postwar period, 1946-50, 
with the exception of the Prairie Provinces. In real terms, the average 


86 


TABLE 7. NET FARM INCOME PER FARM 
(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars) 


194145 1,294 67h, 958 1,321 1,580 1,614 
1946-50 1,988 863 1,410 2,040 2,537 1,997 
1951-53 3,002 1,014 1,871 2,793 4 294 2,225 
1954-57 2,092 927 1,665 2,243 2,493 2,038 


(1957 dollars) 


LJhleh5 2,224 1,066 1,641 e277 2,815 2,830 
1946=50 2,595 1,102 1,821 2,682 4173 2,702 
195153 3,059 982 1,897 2,853 4384 2,269 
1954-57 2,148 939102 LyMOr $02,307 2,552 2,094 


Source: D.B.S., Census of Canada; Reference Paper No. 25, (Part II 
Farm Income 1926-57; Price Index of Commodities and Services 


Used by Farmers and Index Numbers of Farm Prices of Agricul-~ 
tural Products. 


net incomes from farming for 1954-57 were, on the whole, lower than in 
the three preceding periods, 


The nature of the statistical procedure in compiling official 
estimates of farm income in Canada is such as to permit only a general 
and broad analysis of incomes. The fact that grain is a principal pro- 
duct of Prairie agriculture makes it possible to examine, to a limited 
extent, the effects of changes in prices and volume of output and input 
on the incomes of that region. Even for the Prairie Provinces, how- 
ever, this approach is becoming less useful, especially as diversifica- 
tion in agricultural output increases, There have been only sporadic 
studies and fragmentary evidence on the income position of particular 
groups of farmers, such as specialized apple growers, beef producers, 
hog producers, etc., or groups of farmers in areas or regions. Moree 
over, such special income data of this kind have not, as a rule, been 
available over a period of time and thus, analysis of changes in in- 
comes related to volume and prices, are not possible for such particu- 
lar groups of farmers. 


In the analysis of average incomes, it is desirable to dif- 
ferentiate between those farms where the operator derives all, or the 
greater portion, of his earnings from farming and other kinds of farms 
which are used primarily as residences or as a part-time source of in- 
come, But statistics with this type of information have not yet been 
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fully developed.l Previous censuses have classified four main economic 
types of farms, of which "commercial farms" best approximate the con- 
cept of full-time farms, The 1956 Census defines a commercial farm as 
one which has ",..a potential production of $1,200 or more (based on 
average production and price series)", In 1956, 79% of all Canadian 
farms were classified as "commercial crop and livestock farms", but the 
proportion varies between regions from 92% for the Prairie Provinces, 
to 46% for the Maritimes, 


It is reasonable to expect that if average incomes were cale 
culated for full-time farms separately, the average incomes for these 
would be higher than those contained in Table 7, The effect of segre- 
gating "genuine" farms would vary as between regions, however. It 
would raise the average for the Maritimes and British Columbia to a 
greater extent than for the Prairies, Ontario and Quebec. 


The rapid decline in the farm labour force has been noted in 
a previous section. Non-paid farm workers comprise the greater part of 
the farm labour force; these include the farm operator and all members 
of the family who work on the farm, but do not receive contract wages 
in return, Non-paid workers accounted for some 85% of the farm labour 
force in 1957. Table & shows the changes in the average net farm in- 
come per non=-paid worker in actual dollars, and in 1957 dollars, for 
Canada and regions. The data represent income from farming operations 
only and do not include income realized from off-farm work. 


The general pattern of average increases per worker during 
the four periods is similar to that of incomes per farm. There were 
increases in all periods up to 1951-53, then incomes fell back to 
levels which were higher than the war and immediate postwar years. In 
real terms, incomes in the Maritimes declined consistently, but in 
other provinces, they rose to a peak in 1951=53, but declined in the 
1954-57 period to levels lower than those of the two immediately pree 
ceding periods. 


There is very little data available on the off-farm earnings 
of non-paid farm workers. The available evidence shows that at any 
given time, more farmers in the Maritimes, Quebec and British Columbia 
support their incomes from farming operations with work off the farm 
than in other regions, These farmers are generally in areas within 
close proximity to opportunities for fishing or working in the woods 
during the winter. 


1 The reader is referred to Chapter 13 of the study - Progress and 
Prospects of Canadian Agriculture, Royal Commission on Canada's Ecow 
nomic Prospects, for an exposition on the problem of definition. 
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TABLE 8. NET FARM INCOME PER NON-PAID WORKER: 
CANADA AND REGIONS 


(Dollars) 


Maritime Prairie British 
CANADA Provinces Quebec Ontario Provinces Columbia 


(actual dollars) 


1941-45 1,033 239 636 1,109 1,274 1,472 
1946-50 1,580 732 934, Teas 2,128 1,802 
19516532 aiené12 890 1,424 2,601 3,591 By55u 
1954-57 1,757 788 1,240 1,891 2,113 2,137 


(1957 dollars) 


1941-45 1,774 882 1,090 1,910 2,269 2,370 
1946-50 2,052 916 1,202 2,337 2,803 2 hoH 
1951-53 =. 2, 663 862 1,443 2,658 3,665 2,612 
1954-57 1,804 798 1,275 1,946 2,163 2,426 


Source: Data from Dominion Bureau of Statistics, Agriculture Division, 
Census of Canada; Reference Paper No. 25, (Part II), Farm In- 
come 1926-57 and Reference Paper No. 58, The Labour Force. 
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CONCENTRATION IN THE CANADIAN FOOD INDUSTRIES 


A study was conducted to obtain an indication of the extent 
of monopoly in food marketing. A study of monopoly can follow three 
reasonably distinct approaches. One is to campute and comment on gene- 
ral indications of monopoly power; a second is to investigate condi- 
tions of monopoly in specific industries; and a third is to describe 
monopoly practices. In the study reported on here, the first approach 
has been followed, and we have looked at concentration in the various 
food industries as a general indication of the potential degree of 
monopoly. 


Concentration, looked at in terms of an index of firm size 
relative to industry size, can be measured in terms of sales, assets 
or manpower; a high correlation would be expected to exist between 
these different measurements provided that firm structures are similar. 


While concentration is the most commonly used index of mono- 
poly it suffers from the following disadvantages which interfere with 
a correlation to an ideal index. (1) Monopoly cannot exist without 
high concentration, but high concentration does not always imply mono- 
poly power. There may be only one firm in an industry, but fear of 
entry, competing imports or adverse public relations may prevent it 
from exercising its norm, its control over output. (2) The index of 
concentration is not independent of the definition of industry implied 
in the index. For example, a firm has a monopoly over its brand of 
coffee, but not over coffee in general: the relevant consideration is 
the number of close substitutes, which determine to a large extent the 
elasticity of its demand curve. If demand is highly elastic because 
of close substitutes little monopoly power can be exercised. (3) The 
index of concentration is not independent of the area encampassed in 
the definition. To illustrate, the percentage of grocery sales by 
Loblaws is large for Ontario, zero for the Maritime Provinces, and 
small for Canada as a whole, Clearly an index of concentration with 
respect to Loblaws' sales for Canada as a whole would understate their 
monopoly power in Ontario and overstate their monopoly power in the 
Maritime Provinces. To this objection it might be answered that the 
index of concentration should be restricted to areas in which the firm 
in question sells; but this is a partial selection of those areas in 
which concentration is highest, and would therefore exaggerate the de~ 
gree of monopoly. Carried to the extreme it would mean that each inde- 
pendent local grocery store has a monopoly over some types of sales. 
The correct measure of concentration, of course, is with respect to a 
given market but markets are not always distinct from one another. (4) 
Most firms produce more than one product. When aggregates are used a 
concentration index may show one, or a few, firms with a small share in 
the total sales but with a large share of the market for an individual 
product which is included in total sales. (This point is related to 
the previous one regarding the definition of an industry). (5) An in- 
crease in competition may result from an increase in concentration, It 
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is easy to imagine some industries which are dominated by a single 

firm with a number of independents. Organization of the independents 
may increase competitive behaviour at the same time that it increases 
the index of concentration. (6) The index of concentration may be cor- 
related more directly with optimum size of firms (or plants) than with 
the degree of monopoly.+ 


In spite of these objections the index of concentration is 
often a very helpful tool for recognizing potential monopoly situations. 


1. Definition of Concentration 
(a) Three Levels of Concentration 


There are three basic levels on which the concentration of 
economic power can be measured corresponding to three different levels 
of business organization. These levels are the plant, the parent cor- 
poration and the financial interest group. 


The plant level refers to the technological unit; measurement 
of concentration at this level is simple both because data are readily 
available in the Census of Manufactures and because the plants in any 
given industry are likely to produce a similar range of products. The 
parent corporation refers to the ownership unit; measurement of concen- 
tration at this level is difficult because data are not always availab- 
le in convenient form and because parent corporations often produce 
wide ranges of products which cannot be expected to correlate closely 
with the range of products produced by other such corporations. The 
financial interest group level refers to "communities of interest", 
generally centering in a family group or investment organization; rela- 
tively little is known about this level of concentration because of the 
difficulty of finding a meaningful index and because data are difficult 
to obtain. Qualitative measures of concentration at this level usually 
involve a study of inter-locking directorates, common banking and trust 
affiliates, stock and bond ownership and historical relationships. 


Plant concentration is less than firm concentration and firm 
concentration is less than the concentration of financial interests. 
The plant level of concentration is the easiest to measure and the 
concentration of financial interests is the most difficult. Our con- 
cern in this study is primarily with the control of markets in particu- 
lar industries and, therefore, the basic measure of concentration used 
here is the second, or corporation level. While financial interest 
groups are not dealt with here, there are at least two aspects on which 


1 This is not an exhaustive list of the limitations of an index of 
concentration as a measure of monopoly. 


2 Sometimes a fourth level -- the subsidiary -- is added to this group- 
ing but for a variety of reasons it is less fundamental, some subsi- 
diaries' accounts being consolidated with the parent corporation for 
reasons which could not be expected to reveal differences in 
economic power, 
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some information is available. From the Financial Post's Survey of 
Industrials and from other sources, data on financial holdings of major 
corporations can be obtained. And from the Financial Post's Directory 
of Directorships, it it possible to obtain information on the number of 
directorships held by individuals and the firms in which they are held. 


(b) The Measurement of Concentration: Sales, Assets or Manpower? 


Once having established the level on which concentration is to 
be measured the next problem is to determine the most relevant measure 
of concentration. Should it refer to sales, employment or assets? 


In principle these measures would yield the same result if 
the capital-labour ratio were the same for all firms in any given indus- 
try. While this is not always the case the error which would be intro- 
duced by making this assumption would not seem to be very large. The 
real choice revolves around another issue -- the adequacy and meaning- 
fulness of the existing data. A measurement of concentration is usual- 
ly designed to describe the proportion of a given market controlled by 
one corporation. The most direct measure is, therefore, one which 
measures firm output or sales as a proportion of industry output or 
sales. But it has sometimes been argued that a better measurement of 
the share of the market can be acquired from data on the share of as- 
sets or employment in the industry controlled by one firm. The reason 
is that some of the larger firms are integrated to a greater degree 
than smaller firms and that interfirm sales are excluded from the sales 
of the large consolidated corporations. To the extent that this is 
true the index of concentration using sales data would understate the 
true degree of concentration. Againstthis factor must be set what may 
be an even greater disadvantage of a measurement in terms of assets or 
employment, which affects the degree of concentration often unpredicta- 
bly. Large corporations frequently engage in lines of business outside 
the definition of industry used. A corporation has to be assigned to 
the industry grouping in which it is predominantly engaged. The use of 
consolidated assets or employment would then overstate the degree of 
concentration in those industries. Sales figures, on the other hand, 
are often given in terms of specified products so that the exact share 
of the market can be determined, subject to the qualification about in- 
tegration made earlier.l 


1 But it is not always easy to find comparable statistics. Should 
sales be measured by product or industry shipments? Should they be 
FeOebe OF Coicfe? 
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2. Industrial Concentration in Canada and the 
United States in the Food Industries, 


(a) Canada 
The Sources of Data 


The basic data are drawn from material prepared for the Com 
mission by the Dominion Bureau of Statistics; the size classification 
is by employment ;+ the data refer to 1948 and 1956. In a few cases it 


was possible to obtain data for 1933 from Reynolds, Control of Competi~ 
tion in Canada. 


Cumulative Concentration Ratios, 1948 and 1956 


Table 1 shows the cumulative concentration ratios of 16 in- 
dustries engaged in the manufacture of food products. Only a few points 
in the table are known. For example, we know that in 1956, of the 
total sales of biscuits and crackers, four firms controlled 69%, seven 
firms controlled 79%, eleven firms controlled 89% and 17 firms control- 
led 94%. The points in between are not known exactly. 


It is not possible to say, unequivocally, that one industry 
was more highly concentrated than another. In other words we might 
conclude, if we took the per cent of output accounted for by the four 
largest firms, that meat packing was a more highly concentrated indus-— 
try than biscuits and crackers; yet if we took the per cent of output 
accounted for by the 11 largest firms the opposit conclusion would 
emerge. The same limitation applies to an index computed in terms of 
the number of firms required to account for a given per cent of the out- 
put of the industry. (Compare, for example, Vegetable Oil Mills and 
Processed Cheese). This does not mean, however, that a given concen- 
tration index is not meaningful; it only means it must be interpreted 
with care. Using the per cent of output accounted for by four firms as 
the index, the order of concentration is roughly as follows. The most 
highly concentrated industries are listed first. (They are listed in 
the same order in Table 1.) 


1 It might be objected that if a sales concentration index is used, 
size classification should be by sales; it is possible that some 
error is involved if the largest firms by employment are not also 
the largest firms by sales. This error however is likely to be 
slight. In any case, it would not be avoided by using an employment 
concentration index. The latter would measure employment concentra- 
tion more accurately than a sales concentration index would measure 
sales concentration; but the purpose of the employment concentration 
index is to measure the share of the market and it would, in the 
case postulated, measure this less accurately than the sales concen- 
tration index. 
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Prepared Breakfast Foods 
Processed Cheese 

Sugar 

Flour 

Animal Oils and Fats 

Meat Packing 

Biscuits and Crackers 
Condensed Milk 

Vegetable Oil Mills 

Sausage and Sausage Casings 
Fruits and Vegetables 

"Other" Dairy Products 

Bread and Other Bakery Products 
Fish Packing and Curing 
Butter and Cheese 

Macaroni (position uncertain) 


From the data in Table 1 it can be ascertained that concen 
tration in food industries in Canada increased from 1948 to 1956. We 
draw this conclusion after having compared the shares of sales account— 
ed for by the four and eight largest firms in each of the two years. 

It was necessary to interpolate in order to obtain the estimated shares 
of the four and eight largest firms when these were not given. Con- 
centration in some industries has increased; in some it has remained 
constant; and in some it has decreased. Ranked in order of the great- 
est increase in concentration to the greatest decrease in concentration 
the industries would be listed as follows:1 


Flour ) 
Vegetable Oil Mills ) Increase (5% or more) 
Processed Cheese ) 


Biscuits and Crackers ) 
Butter and Cheese ) 
Condensed Milk ) Increase (less than 5%) 
Meat Packing ) 
Fish Packing and Curing) 


"Other" Dairy Products ) 

Bread and Other Bakery Products) 

Sugar ) Insignificant 
Fruits and Vegetables ) change 


Prepared Breakfast Foods ) 
Animal Oils and Fats ) Decrease 


1 Of the 16 industries listed in Table 1, two are omitted here -= 
sausage and sausage casings, and macaroni. 
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The method of interpolation, the level of aggregation in the 
industry definition, and the dependence on the particular index of con- 
centration used, does not permit confidence in these changes within a 
range of as much as, say, 5%. On this assumption certainty is possible 
concerning five industries only. Concentration in flour, vegetable oil 
mills and processed cheese increased while concentration in prepared 
breakfast foods and animal oils and fats decreased. On balance more 
industries were more highly concentrated in 1948 than in 1956, 


(b) The United States 


An explanation of changes in concentration in Canada can 
often be aided by a comparison with the United States. If trends in 
concentration are similar a prima facie case can be made that similar 
forces were operating in both countries. Did concentration in food 
industries increase in the United States? 


(i) The Source of Data 


Information on concentration is much better developed in the 
United States than it is in Canada. The basic source from which data 
were obtained is the report of the Kefauver Sub-committee on Anti-trust 


and Monopoly, Concentration in American Industry, 1957. 


(ii) Changes in Concentration in the United States Food Industries, 
1947-54 


An analysis was made of the changes in shares of four largest 
firms and the eight largest firms for 36 groups in the food industry. 
No striking, clear-cut conclusion emerged from the comparison but it 
appeared likely that on balance concentration had increased slightly. 


(c) Concentration in Canada and the United States 


Next a comparison is made between concentration in food in- 
dustries in Canada in 1956 and concentration in food industries in the 
United States in 1954. The data (Table 2) clearly reveal that food 
industries in Canada are more highly concentrated than food industries 
in the United States.~ This was a general pattern for all industry 
noted in Rosenbluth's study - Concentration in Canadian Manufacturing 
Industries - for the year 1948. The most probable reason for greater 
concentration in Canada is that, because of technological similarities, 
the optimum size firm is similar in the United States and Canada, but 
the Canadian market is generally not more than one-tenth the size of 
the American market. It necessarily follows that if firms are approxi- 
mately of optimum size in Canada and the U.S., the per cent of total 
sales accounted for by one firm of optimum size must be larger in 
Canada than in the United States. 


l Because the definitions of the industries differ it is hazardous 
to draw conclusions for the individual industries. 


82479—8Y 


TABLE 2. COMPARISON BETWEEN CONCENTRATION 
RATIOS IN CANADA (1956) AND THE 


UNITED STATES (1954) 


Industry Group 4 Largest 8 Largest 
(Canada) Canada United States Canada United States 
Per Cent 
Meat Packing (an 39 76 Sl 
Fish Curing & Packing 32 51 45 62 
Butter and Cheese 19 ( 162 26 (+ 2),% 
ace ( 306 
Condensed Milk 59 55 1 68 
Flour 
Prepared Breakfast Foods 80 0 90 52 
Biscuits and Crackers 69 7A: 82 wai 
Bread and Other Bakery 
Products Pa) 20 AL he 
Sugar 86 67 100 86 
Vegetable Oil 60 55 ok 80 
a Butter 


b Natural Cheese 


3. Concentration in Retailing 
(a) A Different Approach 


The study on Concentration dealt with up to this point has 
been concerned solely with manufacturing industries, and has been 
conducted along commodity or commodity-group lines. One of the limita- 
tions of this type of study is that firms have to be assigned to one 
commodity group even though they produce many products. In other words, 
such a study cannot always deal satisfactorily with multi-product firms. 
This limitation is sometimes important for manufacturing firms, but 
generally the degree of specialization is quite high. However, nearly 
all large retail firms sell products in many product groups and fig- 
ures for concentration of sales of particular commodities would not be 
very meaningful. Another approach is, therefore, required when dealing 
with retail firms, especially those engaged in the food industries. 


Instead of viewing firms as sellers of a wide range of indi- 
vidual products, it becomes necessary to view the institutions themsel- 
ves as the unit of selection. In other words, from examining the shares 
in given markets held by firms of different types, the emphasis shifts 
to the shares of sales of all institutions of a given type controlled 
by one or a few particular institutions. 
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(b) The Importance of Chain Stores? 


One of the most significant developments in the food industry 
in recent years has been the rapid growth insales of corporate chain 
stores. Specific figures illustrating this change are provided in 
Table 3. 


(i) The Growing Importance of Chain Stores 


Sales of corporate chain stores as a proportion of total re- 
tail food sales rose from 29.5% in 1930 to 44.0% in 1958. Because of a 
decline in relative importance during the war years, the increase was 
even more remarkable in relative terms following 1946, when they account- 
ed for only 23.8% of sales. 


(ii) The Decline in Numbers of Chain Store Units 


Despite the rise in the share of total sales by corporate 
chain stores, the number of stores fell almost to half of the number in 
1930 by 1951, while the number of independent stores increased by over 
60%. The change in numbers of units is given in Table 4. 


(iii) The Growth in Size of the Chain Store Unit 


The explanation of the increasing importance in spite of the 
decline in numbers is found in the enormous growth in the sales volume 
per store. In 1930 the average size store in corporate chains was $60 
thousand per year, while in 1958 it was $946 thousand. Apart from the 
effect of price increases, this growth in sales per unit reflects the 
growing importance of the supermarket. The comparison between sales per 
unit of the chains and sales per unit of the independent stores is shown 
in Table 4. 


(iv) The Importance of Chain Store Sales by Provinces 


Almost 75% of all chain store sales in 1958 were made in 
Ontario and Quebec, with Ontario accounting for 53% by itself. The dis- 
tribution of chain store sales by provinces in 1958 was as indicated in 
Table 5, 


This concentration of corporate chain store sales in the cen- 
tral provinces was the result of both more store units and greater sales 
per store unit. Chain stores in the central provinces were almost twice 
the average size in the other provinces, This is shown in Table 5, which 
gives average sales per store by provinces in 1958. 


1 The 1951 Census of Distribution and subsequent D.B.S. reports define 
a retail chain as an "organization operationg four or more retail 
stores in similar or related kinds of business under the same owner- 
ship.'' We shall refer to this as a corporate chain to distinguish it 
from a "voluntary chain", 
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TABLE 3. GROCERY AND COMBINATION STORE SALES, INDEPENDENT 
AND CHAIN STORES COMPARED. 


Independent Stores Chain Stores 
Year Amount % of Total Amount €. of Total._Totak 
$000 "000 

1930 285,905 70.5 19 5429 2%eD 405 LOW, 
32 243 5589 67.5 117,284 32.5 360,873 
32 211,206 66.9 104,619 B31: 315, 825 
33 218,459 68.8 98,862 Bl e2 BaLoeel 
3h 215,669 68.1 100,875 31.9 316, 544 
35 225,113 68.9 101,418 Sled 326,531 
36 245,098 69.5 107,346 30.5 352, hbk 
37 281,572 70.8 116,390 Bee 397,961 
38 279,111 70.5 116,850 29.5 B95; 901 
39 280,011 69.3 123,826 30.7 403,837 

1940 328,532 70.0 140, 806 30.0 469,338 
ral 395,062 69.6 ays uly, 30.4 567,379 
42 4754366 71.6 188,116 28.4 663,482 
43 527, 64y Th 6 179,833 25.4 7075477 
Ly 569,519 TL 198,811 25.9 768 , 330 
45 635,636 TheY 212,892 Doig 848 , 528 
16 761,739 76.2 Pa eee) 23.8 999,416 
47 873 ,92h Th 3 301,796 2567 1Ly1755 120 
L8 980,456 Tet SEY ap ey) 2803 ails 36%s093 
49 =: 1,040,452 70.6 433,950 29.4 1,474,402 

1950 1,110,060 68.7 504,579 LeZ.- odiy6145639 
ST hel 2915877 67.8 612,731 32.2 1,904, 608 
52 Ns 338 683 65.6 702,105 34.4 2,040,788 
D3) Bl $359), 340 637 tas 220 36.3 2 $13 22560 
54h 1,415,980 62.1 863,422 3769 252795402 
55 1,466,748 60.4 962, 833 39 bce nn25h29 SE): 
56 1,542,648 58.5 1,096,330 kl.5 2,638,978 
Shah de Oly SOL: eget 1.231, 251 42.9 2,8723755 
5Sipwil, (3b y20h 56.0 1,362,389 4k.O 3,093,593 


TABLE 4, GROCERY AND COMBINATION STORES - 1930,1941,1951 
INDEPENDENT AND CHAIN S TORES COMPARED 


Average Sales 


Number of Stores Sales per Store 
Year Chain Independent Chain Independent Chain Independent 
($'000) ($1000) ($000) ($000) 
1930 2,004 21,324 ALG, A99 285,705 59.6 13.4 
1941 1,526 26,459 172,317 395,061 112.9 14.9 
Ok lg Lad 33,250 Glee 3inl 291,87 7 Does 38.9 
1958 1,447 a 1,368,883 - 946.0 - 


a This sales figure is a later revision of the estimate contained in 
Table 3. 


TABLE 5. CHAIN STORE SALES®, REGIONAL TOTALS AND 
SALES PER STORE, 1958 


Proportion Number of Average 


of Total Stores Sales 
Region Sales Canada (Maximum) per store 
($ thousand) (5) (No. ) ($ thousand) 

Atlantic Provinces 62,843.8 4.6 99 634.8 
Quebec BoshileL 20.3 24,6 Pe sno 
Ontario 728, 733.1 bis 64,5 1,129.8 
Manitoba 47,816.2 3.5 78 61350 
Saskatchewan 34537465 PPS) 80 429.7 
Alberta 87,875.25 6.4 120 13265 
British Columbia 128, 828.6 94 tie TL if, 

Canada 1,368, 982.8 100.0 17 946.0 


a The sales figures are a later revision of the estimates contained 
in Table 3 e 
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It is, of course, to be expected that the central provinces 
would predominate in the total sales of chain stores because of popula- 
tion and income concentration there. Nevertheless, the proportion of 
chain store sales to total grocery and combination store sales was 
higher in Ontario than in the other provinces. In 1958, 59% of total 
sales in Ontario were made by chain stores while most other provinces 
were below the average for Canada as a whole of 44.04in 1958. The 
proportions for all regions are given in Table 6. 


(c) Concentration of Chain Store Sales 
(i) Definition and Significance 


Concentration can be determined either in terms of the shares 
held by individual chain stores in total chain store sales, or the 
shares of total independent plus chain store sales. The criterion on 
which judgment between these two measures should be based is whether or 
not the elasticity of substitution in consumption between chain store 
sales and independent store sales is high or low. Im one sense the 
elasticity is low: chain stores, especially the large supermarkets, 
stock a wider range of goods than most independent stores, so consumers 
buy convenience as well as goods. There are at least two other factors 
which separate the markets: loyalty and location. Nevertheless, consu- 
mers are not persistently willing to pay too high a price for loyalty 
and converience, so there is a limit to the price differentials between 
the two types of stores. It is, therefore, safer to calculate concen— 
tration ratios in terms of both the above measures. 


TABLE 6. PROPORTION OF SALES OF GROCERY AND COMBINATION FOOD 
STORMS DONE THROUGH CHAINS, BY R#GIONS, 1958 


Region Proportion 
% 

Atlantic Provinces Lcae 
Quebec S22 
Ontario 58.9 
Manitoba 40.6 
Saskatchewan 28.0 
Alberta 44.0 
British Columbia L6.4 

Canada IHNA@, 


The problem of the region within which concentration should 
be measured has already been discussed. The so-called big five chain 
stores do not operate in all parts of Canada. In this study, however, 
we deal with shares throughout Canada as a whole to be consistent with 
the other data on concentration. 
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(ii) The Big Five 


In Table 7, the sales of the five largest corporate food 
chains in Canada are compared with the sales of all corporate food 
chains and with total sales of grocery and combination food stores for 
the year 1957. Considerable caution is required in accepting these 
figures as even good approximations of "true" concentration — the main 
limitation being the importance of regional sub-markets. Concentration 
figures for Canada as a whole understate "true" concentration in some 
regions and overstate it in others. 


TABLE 7. PROPORTION OF SALES ACCOUNTED FOR BY THE FIVE 
LARGEST CORPORATE CHAINS, CANADA, 1957 


Five Largest Chains 
Group Sales as Per Cent of Total 


($ million) (4) 


Five Largest Corporate 
Food Chains® 1,084 ~ 


Total Sales of Corporate 
Food Chains Lacs k 88 


Total Sales of All Grocery 
and Combination Food 
Stores 2,873 38 


a In order of total sales in 1957: Dominion, Loblaws, Safeway, A & P 
and Steinberg's. 
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COMPARISON OF FOOD PRICE LEVELS IN MAJOR CITIES OF CANADA 


The indexes given in the following table were prepared by the 
Dominion Bureau of Statistics to indicate the extent of the difference 
in the average level of retail food prices as between major Canadian 
cities. The indexes have been calculated on the basis of prices col-~ 
lected in each of the cities, weighted in accordance with average urban 
food expenditures as contained in the weighting diagram of the Canada 
Consumer Price Index. Because of the differences in food purchases in 
each city, it is impossible to calculate precisely accurate measure- 
ments, The closest approximation would be derived, for example, from 
the use of both Winnipeg and Vancouver weights in the calculation of 
the Winnipeg-Vancouver comparison, rather than the use of average urban 
food expenditures, However, the calculation of a number of indexes, 
using weights peculiar to each city, did not produce indexes signifi- 
cantly different from those attached. 


In addition to the problem of weights, the difficulty of ob- 
taining prices for identically the same description of each food item 
in each city is of some consequence. While considerable care has been 
taken to eliminate differences due to variations in quality of the 
items priced, it was impossible to eliminate all such variations. This 
is particularly so in the case of beef items, where variation in grades 
as between cities undoubtedly affects the comparison. 


While these indexes have been expressed in terms of Toronto = 
100 and Winnipeg = 100, the selection of either Toronto or Winnipeg as 
the base city has no significance. The indexes could have been expres- 
sed on the base of any of the cities included. 
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SPATIAL RETAIL FOOD PRICE INDEXES, 1956, 1957 AND 1958 


Toronto = 100 


1956 1.957 
Halifax 102 102 
Saint John 9 N oB e 104 104 
Montreal 100 101 
Ottawa 100 101 
Winnipeg 103 102 
Regina 106 106 
Saskatoon 107 106 
Calgary 104, 103 
Edmonton 103 OZ 
Vancouver iO, 107 

Winnipeg = 100 

1956 29D 
Halifax eb) 100 
Saint John, N.B. 101 102 
Montreal 98 99 
Ottawa 97 99 
Toronto 97 98 
Regina 104 104 
Saskatoon 105 104. 
Calgary 101 101 
Edmonton 100 101 


Vancouver 105 105 


1958 


103 
103 
101 
101 
103 
1:07 
107 
104, 
103 
107 


1958 


a2 
100 
98 
98 
97 
103 
104 
100 
100 
104 
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FOOD PRICES IN RETAIL FOOD STORES 
TORONTO AND VANCOUVER 


Section I - Introductory 


(a) Purposes of the Study and its Organization 


This study was based upon a special analysis of retail food 
prices undertaken in a search for answers to the following questions: 


(1) Are food price levels generally lower or higher in one type 
of store as compared with another type? 


(2) Do food prices differ according to the volume of sales? 


(3) Do food prices differ according to whether stores are located 
in low income areas or in high income areas? 


(4) Do identical items tend to be priced the same in all the food 
stores of a market area? 


(5) Are differences in prices of food items due to differences in 
qualities and grades? 


(6) Do stores having high price levels sell only high quality 
goods? 


In pursuit of the analysis necessary to answering the above 
questions, the study broke into two main parts. The first part which 
is dealt with in Section II of this report required organization of 
price material so that store price levels could be related to type of 
stores, volume of sales and income area. These factors are referred to 
in the first three questions. The second part of the study, the results 
of which appear in Section III, involved an analysis of prices of food 
items by type of store. Details of the sources of data and of the pro- 
cedures used in Sections II and III are set out next under (b) in this 
Introductory Section. 


(b) Sources of Data and Procedures 


The Prices Division of the Bureau of Statistics collects in- 
formation on retail food prices in cities and towns across Canada. 
These prices are collected regularly by employees of the Bureau of 
Statistics for chain stores on the first Friday of each month and for 
independent stores in the first week of each month. The directions 
given to the collectors of prices include careful definition of the kind 
of item and the quality, and the stores in which prices are to be col- 
lected. The same stores are visited each month. These stores compose 
a judgment sample, chosen so as to be representative of the shopping 
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conditions in each city, both as to size and type of store and its 
location, The price report for each store, with the exception of chain 
store outlets, makes possible identification of its type, location and 
sales volume. 


The prices recorded in the above-described collection process 
were the source of price information used in this study. Because the 
study was of an exploratory nature and resources available were limited 
the analysis was restricted to two time periods, namely, the months of 
May and June 1958. For the same reasons, the analysis of the differ- 
ence in levels of prices between stores was confined to the situation 
in two cities only, viz. Toronto and Vancouver. These two large urban 
centres were selected, first, because for each, substantial developments 
in food retailing had taken place and, second, because they were well 
separated geographically. 


The judgment sample used as a source of price data for this 
study is small. While the Bureau of Statistics selects the sample 
specifically for the purposes of consumer food price index computations, 
confidence in its use for purposes of this particular study was support- 
ed by the relative consistency shown in the direction of month to month 
price changes and subject to qualification, in the general similarity 
of the patterns of price levels in both months and in the two cities 
included. 


The statement on procedure which follows contains a descrip- 
tion of the method of store identification and classification and an 
account of the method used in calculating store average price levels. 
The store classification adopted for the Section II analysis also ap- 
plied to the analysis in Section III. However, the Section III price 
variation anelysis was carried out for Toronto stores only and there 
were differences in the coverage of food items. The differences are 
referred to in the later paragraphs of this description of procedure. 


In the procedure of store classification the first step was 
an identification of each store as a corporate chain or as an independ- 
ent. Voluntary food chain outlets were included with the independent 
stores. Each independent store was further identified as a self-service 
or non-self-service store and then classified according to its volume 
of sales. 


In the Bureau of Statistics records the chain stores are 
identified only through their central office in the city and, therefore, 
their prices could not be related to income areas. Accordingly, chain 
store prices were not used in the analysis of the effects of size and 
of income area. Generally, chain stores operate on a policy of central 
office pricing with limited discretion left to store managers on the 
pricing of perishables. All of the stores of the corporate chains were 
self-service and, therefore, they were grouped as large-volume self- 
service outlets. 


Each independent store was located on the Census map of the 
city. The characteristics of each location were then taken from the 
Census descriptions in terms of median rents and earnings and the pro- 
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portion of owner-occupied to rented dwellings and each was designated 
as high, medium or low income area. 


Rather striking city differences emerged at this stage. In 
Vancouver the areas in which the stores were located could be readily 
classified by income groups. In Toronto the areas appeared much more 
heterogeneous as to income groups and thus more difficult to separate 
into income levels. Following the work of income classification, the 
results were checked with persons familiar with the cities and the de- 
scriptions confirmed. 


The categories for independent stores and voluntary chain 
stores by type and volume of sales were set up as follows: 


Store Type Floor Space 

Supermarket 3,500 and more square feet 

Large Self-Service 2,500 to 3,499 square feet 

Self-Service 1,500 to 2,499 square feet 

Other Less than 1,500 square feet 
Volume of Sales Dollar Volume 

Large Volume $250,000 and more 

Medium Volume $100,000 to $249,999 

Small Volume Less than $100,000 


Indexes of store price levels (given in Tables 5(a) to 8 (b) 
inclusive) were derived by multiplying the price of each item by the 
weighting given to it in the food group of the Consumer Price Index. 

The aggregate of these items was then expressed in index form as a 
"store price level", The bases for calculation of the indexes were the 
aggregates of the items for the chain stores in each of Toronto and 
Vancouver for each of the months of May 1958 and June 1958. This cal- 
culation of store price levels was made separately for groceries and for 
meats. Meats included fresh and cured meats and poultry, and groceries 
covered all other food items including canned salmon. Fresh fish prices 
were not used in the analysis because of the very few quotations avail- 
able in the price reports. 


The necessity for calculation and presentation of store price 
levels separately for groceries and for meats is explained by the pro- 
cedure of collection. Meat prices are obtained from the meat departments 
of chain stores and combination stores (independent stores selling both 
groceries and meats) as well as from butcher shops which sell mainly 
meate Grocery prices include those from chain and combination stores 
and also those from grocery stores not having butcher shops. The 
separation of groceries and meats for this study therefore permitted 
comparisons of the different price levels of the two groups of items 
in store types selling both. However, the effect on the level of prices 
generally for stores handling only one group of items as compared with 
the same type and size of store handling both cannot be distinguished. 
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The detailed analysis in Section III on prices of food items 
by type and size of store was limited to price quotations available for 
Toronto stores for May and June of 1958. While the same basic source 
of price material was drawn upon, certain changes were made in the 
selection of items priced. Insofar as it was possible to identify them, 
the analysis was confined to prices of foods of domestic raw material 
origin. Therefore, obviously imported items like tea, coffee, oranges 
and bananas were excluded. Again, as for the Section II analysis, 
fresh and frozen fish items could not be included because of the limit- 
ed number of price quotations available. However, it was possible to 
include prices for some items not included in the "store price level" 
analysis since some food items of domestic raw material origin are 
priced regularly in monthly reports to the Bureau of Statistics although 
they are not used in computing the Consumer Price Index. These, there- 
fore, were not used in calculating "store average prices" (there being 
no weighting factor), but were included in the item price study in 
Section III. 


Section II -— Price Levels by Type and 


Size of Store and Income Area 


The distribution of stores by income areas as determined by 
the methods described in Section I (Procedure) is given in Tables 1 and 
26 


TABLE 1. FOOD STORES PRICED IN MAY AND JUNE, 1958, BY TYPE OF 
STORE, BY VOLUME OF SALES AND BY INCOME AREA, TORONTO. 


Type of Store Vopume Income Area 
Sete High Middle Low Total 
Chains 2 
Independents 
Supermarket Large Volume 2 - - 2 
Self-Service Large Volume s: ~ - 3 
Medium Volume a 2 ik 4 
Small Volume - ~ ii il 
Other Medium Volume ~ iL ~ ib 
Small Volume - ~ 2 2 


Total Independents 6 3 h 13 
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TABLE 2. FOOD STORES PRICED IN MAY AND JUNE, 1958, BY TYPE OF 
STE, BY VOLUME OF SALES AND BY INCOMA AREBA, VANCOUVER 


Volume Income Area 
of High Low 
Type of Store Sales High Middle Middle Low Total 
Chains 8 
Independents 
Self-Service Large Volume ai - 4 - 2 
Medium Volure - 2 2 h 
Small Volume 2 - lb L 
Other Medium Volume ~ - 1 ib 2 
Small Volume - 2 3 x 6 
Total Independents 3 5 a seu dass 


The ratio of corporate chain stores to independent stores 
contained in the price reporting sample was different in Toronto, where 
9 corporate chain stores and 13 independents were priced, and Vancouver 
where 8 corporate chain stores and 18 independents were priced. The 
distribution of stores by type and by volume of sales differed also as 
between these cities. In Toronto only 3 out of the 13 independent 
stores were non=-self~service, while in Vancouver 8 out of 18 were non- 
self-service. Only 3 small volume stores were priced in Toronto but 
10 were priced in Vancouver. 


Differences between the cities in the distribution of the 
sample of stores price reported also became apparent when the tables 
were summarized by volume of sales only (Tables 3 and 4). 


TABLE 3. INDEPENDENT FOOD STORES PRICED IN MAY AND JUNE, 1958, 
BY VOLUME OF SALES AND INCOMH AREA, TORONTO. 


Income Area 


Volume of Sales Highwial Middle: auehe 0. cLows) = eaPobeioe 
Large Volume y) r = 7 
Medium Volume 1 o 1 y 
Small Volume = = 3 3 
Total 6 3 I = 
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TABLE 4. INDEPENDENT FOOD STORES PRICED IN MAY AND JUNE, 1958, 
BY VOLUME OF SALES AND INCOME AREA, VANCOUVER 


Income Area 


High Low 
Volume of Sales High Middle Middle Low Total 
Large Volume 1 - 1 - 2 
Medium Volume - - 3 3 6 
Small Volume 2 3 8 2 10 
Total 3 3 7 5 18 


In Toronto the volume of sales was in direct relation to the 
income area. All the large volume stores were in the high income areas 
and all the small volume stores were in the low income areas with the 
medium volume stores preponderant in the middle income areas. The 
volume of sales also appeared to be in direct relation to the type of 
store as defined for the purposes of this study. Two of the large 
volume stores were supermarkets and all the large volume stores were 
self-service. Four out of the five medium volume stores were self- 
service but only one out of the three small volume stores was self- 
service. 


In Vancouver the majority of the independent stores were 
located in the low income and low middle income areas and more than 
half the stores priced were small volume stores. Most of the stores in 
the high income and high middle income areas were small volume stores 
which were distributed evenly through all the income areas. 


These contrasts in the types of stores, their volume of sales 
and location undoubtedly reflect a real difference in the pattern of 
retail trade in the two cities. However, the characteristics used to 
describe areas in terms of income levels resulted in the older down- 
town areas and the business sections of the cities being classified as 
low income areas. In the sample for Vancouver, however, there were a 
larger number of downtown food shops. The assumption implicit in re- 
lating a store to the income level of the locality was that people tend 
to shop in the neighbourhood in which they live. This assumption might 
be modified considerably if a large number of retail outlets were con- 
centrated in a business section or a suburban shopping centre. To the 
extent that such concentration occurred the income level of the immedi- 
ate neighbourhood might be of little or no importance in determining 
the level of prices charged in the store. The difference in the type 
of stores, their volume of sales and their location by income areas 
between Toronto and Vancouver not only pointed up this field as an 
interesting one for investigation but also showed up very clearly the 
difficulty of pursuing it with the small sample of stores available 
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from Bureau of Statistics records. It is emphasized here again that 
this sample was not designed for the particular purposes of this study. 
A sociological as well as an economic study of the city would be necess-— 
ary to define the various localities of each city in terms of income 
level and a further marketing study to describe the area from which a 
store or type of store generally draws its customers. 


The store price levels for all chain stores for both grocer- 
ies and meats were lower than the price levels for all independent 
stores for both Toronto and Vancouver for both months. (Table 5(a) and 
5(b) and 7(a) and 7(b)). 


TABLE 5(a). STORE PRICE LEVELS BY TYPE AND SIZE OF STORE, TORONTO, 
GROCERY ITEMS 


( Average Chain Store Price Level in May 1958 = 100 and June 1958=100) 


Type of Volume Per Cent Change 
Store of Sales May June May to June 
Chains All 100.0 100.0 - 1.3 
Independents All 104.08 105.6: ~ 0.4 
Supermarkets Large Volume LOLA? 103 5 + Ob 
Self-Service All AOVRAS' 10563 - 0.4 
Large Volume 102,56 10468 + 0.8 
Medium Volume 105.6 105.7 - 1.2 
Small Volume a a ~ 
Other All LOv— S 107 °9 a Aba? 
Medium Volume a a - 
Small Volume 107.8 108.3 - 0.8 
a One store only. b The change in the absolute store price level. 


TABLE 5(b). STORE PRICE IEVEL BY TYPE AND SIZ® OF STE, VANCOUVER, 
GROCERY ITEMS. 


(Average Chain Store Price Level in May 1958= 100 and June 1958= 100) 


Type of Volume Per Cent Change 
Store of Sales May June May to June 
Chains ALE 100,0 100.0 oe Seals 
Independents All 103.8 LOW — 262 
Supermarkets Large Volume - - - 
Self-Service All 103.8 104.7 = 2.2 
Large Volume 101.9 102.3 - 2.6 
Medium Volume 103.8 104.67 = 262 
Small Volume 104.5 106.2 - ld 
Other All 103 64 103.9 — 2.6 
Medium Volume 100.4 LOL. - 263 
Small RCTS 105.0 - 2.6 
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TABLE 6(a). STORE PRICE LEVEL IN INDEPENDENT STORES BY VOLUME 


OF SAIES, TORONTO, GROCERY ITEMS. 
(Average Chain Price May 1958 = 100 and June 1958 = 100) 


Volume of Sales May June Per Cent Change 


Large Volume 102.2 10464 + 0.8 
Medium Volume LOG SL. LOG es L applet”) 
Small Volume 106.5 107.9 = 


TABLE 6(b). STORE PRICE LEVEL IN INDEPENDENT STORES BY VOLUMs 
OF SALES, VANCOUVER, GROCERY ITEMS. 


(Average Chain Price May 1958 = 100 and June 1958 = 100) 


Volume of Sales May June Per Cent Change 


Large Volume LOLS 102.3 - 2.6 
Medium Volume 102.6 OB ee - 2.2 
Small Volume 104.5 105.4 - 2.2 


TABLE 7(a)e STORE PRICE LEVEL BY TYPE OF STORE, VOLUME OF SALES, 
TORONTO, MEAT ITEMS. 


(Average Chain Store Price May 1958 = 100 and June 1958 = 100) 


Type of Volume 
Store of Sales May _ June Per Cent Change 
Chains All 100.0" 10050 + 2.3 
Independents All 100.6 102.4 So eae 
Supermarkets Large Volume ul peg jo val ee se, + 2.5 
Self-Service All 102.6 103.6 + 3.3 
Large Volume 10268) L026 + 1.9 
Medium Volume 203462 (O51: + hel 
Small Volume a a - 
Other All 98.8 992 + 2.8 
Medium Volume a a - 
Small Volume 990k 99-28 + 268 


a One Store only 
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TABLE 7(b). STORE PRICE LEVEL BY TYP OF STORE AND VOLUME 
OF SALES, VANCOUVER, M&AT ITEMS 


(Average Chain Store Price May 1958 = 100 and June 1958 = 100) 


Type of Volume of 
Store Sales May June Per Cent Change 
Chains Lay 100,0 100.0 +h 
Independents All 104.4 ROUGO + 0.7 
Supermarkets Large a a - 
Self-Service ALL 102.3 99.3 + 1.0 
Large Volume a a - 
Medium Volume 16333 LOOSE + 0.9 
Small Volume 100.6 96.8 + 0.1 
Other All 104.9 201.6 + 0.9 
Medium Volume a a - 
Sm311 Volume LOSS0 101.9 + 1.0 


a One Store only 


TABLE 8(a). STORE PRICE LEVEL IN INDEPENDENT STCRES BY VOLUME 
OF SALES, TORONTO, MEAT ITEMS 


(Average Chain Price May 1958 = 100 and June 1958 = 100) 


Volume of Sales May June Per Cent Change 
Large Volume 104.0 103.8 + 2.1 
Medium Volume ORS KOE AC +h.2 
Small Volume 99.7 100.3 + 2.9 


TABLE 8(b). STORE PRICE LEVEL IN INDEPENDENT STORES BY VOLUMS 
OF SALES, VANCOUVER, MEAT ITEMS 


(Average Chain Price May 1958 = 100 and June 1958 = 100) 


Volume of Sales May June Per Cent Change 


Large Volume 107 4 10h ek + 22 
Medium Volume 103.3 99.8 + 0.6 
Small Volume 104.62 IONS, + O9 


5 


In Toronto the chain stores am the large volume independents 
showed lower price levels in groceries than the medium sized and small 
storee In Vancouver the difference between the chain stores and the 
large independents was as wide as the difference between the small vol- 
ume independent outlets and the large and medium sized ones. 


Although meat price levels were lower in chains than in in- 
dependent stores the pattern in independent stores was considerably 
different for meats than for groceries. In Toronto the highest average 
price levels for meats were found in the supermarkets and the lowest 
price levels, even lower than the chain store meat price levels, in the 
volume and small volume non-self~service stores. In Vancouver the 
highest meat price levels were also found in the large volume super- 
markets but the lowest price levels were in the small volume self- 
service stores. This difference is likely attributable to quality 
differences, particularly for beef and lamb. 


The last point in the analysis of store price levels was the 
question of the relation of these to the income levels prevailing in 
the areas in which the stores were located. On this point, the results 
yielded no conclusive evidence as to variation in price levels in food 
stores as between income areas. In Toronto the prices level in stores 
within each income area was lower in the larger volume stores and high- 
er in the small volume ones. Because all the large volume stores were 
in high income areas, the lowest store price levels were found in the 
high income areas. In Toronto, therefore, volume of sales and income 
level showed a consistent positive relationship from high income area 
large volume stores to low income area small volume stores. Although 
for both months the price levels for the stores in the middle income 
area were higher than for the stores in the low income area, the differ- 
ences were not great. In Vancouver also the price level by income areas 
appeared to be strongly affected by the distribution of the large volume 
stores. The highest store price levels were recorded in the high middle 
income area, which had only small volume stores. For the other three 
income group areas, store price levels were generally close. 


Section III — Prices of Food Items by 
Type and Size of Store 


In Section II it was demonstrated that store type and volume 
of sales were related to the general food price level in a retail store, 
Because prices of food products only were used, broader questions such 
as the effect of extending the range and variety of products offered in 
grocery stores was not taken into account, nor were differences in store 
services offered. The question as to whether or not the stores able to 
sell food at lower average prices have been aided in doing so by the 
profitability of non-food items and conversely the question as to whether 
or not the higher priced food stores offer additional services with the 
food they sell could not be answered from the data available. 


Another aspect of this study related to price comparisons for 
the same commodity items within a market area as between stores of 
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similar types. 


As in the preceding analysis of average store prices prices 
in chain stores again tended to be lower than in independents. Of the 
53 items compared for Toronto, only 18 items in May and 17 in June, 
1958, were priced the same or lower im independents than in chain stores. 
Of these same or lower priced items in the independent stores, 13 were 
lower in both months. Prices of 30 of the items were higher in inde- 
pendent stores in both May and June; seven items were higher by 5% or 
more in both months, 15 items were higher by less than 5% in both months 
and seven items were higher by more than 5% in one month and by less 
than 5% in the other. 


Comparisons of individual items in different types of stores 
did not disclose clearly any definite pricing patterns. In the 13 items 
referred to above for which prices in independent stores were the same 
price or lower—priced in both months, potatoes were the only unprocess- 
ed food item. Among the processed items were evaporated milk, cake 
mixes, pickles, shortening, canned sardines and canned lobsters, bacon, 
sausages and bologna. Quality differences related to brand and taste 
preferences probably played a part in sales of these items and, although 
in the price collection process endeavours are made to be as specific 
as possible in this respect, the problem of definition is difficult 
and, even when the specification can be made, price for the exactly 
corresponding quality cannot always be obtained. Thus, in part, the 
lower prices prevailing among the items under discussion may be for 
goods of lower quality or of less well known brands that have not 
commanded market prestige. Among the 13 items there were, however, 
graded products like canned and frozen fruits and vegetables for which 
grade differences as an explanation of price difference were ruled out 
by the exacting specification of grade used in the price collection 
processe 


Three of the items in the 13 referred to in the preceding 
paragraph, nawely, evaporated milk, sardines and canned lobsters, 
shared with milk, butter and sugar the characteristic of consistently 
low price variation in the two types of stores, chain and independent. 
Milk and butter prices have been affected by regulation. The limited 
price variation found for milk and butter was attributed in part to 
marketing board and "floor price" controls. Sugar and flour, both 
dietary staples and produced by industries of relatively high concentra- 
tion of firms, showed low price variation, not only as between stores, 
but also as between types of stores. 


Of the seven items that were 5% or more higher in price in 
independent stores than in chain stores in both months, three of the 
items were comparable by grade and quality from store to store -= pink 
salmon, frozen peas and frozen beans. Neither cheddar cheese nor ham- 
burger are sold by grade at the retail level so that the price differ- 
ences here may have been due to differences in quality. Fresh tomatoes 
in May and June included both domestic hothouse and imported tomatoes. 
Thus the price variation for this item in June, for example, was over 
10% in both types of stores. 
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Average meat prices were higher in independent stores for 
many items including hamburger as noted above, and for sirloin and 
round steak and rib roast of beef. Pork chops and pork shoulder roast 
were also higher. Five of the 15 items higher in both months in in- 
dependents by less than 5% were items similar in quality. These items 
were Grade A Large eggs, sockeye salmon, tomato juice, canned tomatoes 
and frozen strawberries. 


Independent store prices were not only higher on the average 
than chain store prices but also varied more widely. None of the price 
items showed "no variation" in the independent stores; nearly 40% of 
the items in chain stores showed from less than 5% to zero price vari- 
ation, while only 30% to 33% of the items had a price variation of less 
than 5% in independents. In May, nine items or 17% of the items priced 
in chain stores had a price variation of 10% or more as compared with 
eight items in independents. However, in June, 11 items in chains 
compared with 15 items in independents had price variations of more 
than, 1.0%. 


Although price variation in chain stores as disclosed in this 
analysis was less than in independent stores it takes on more signifi- 
cance in relation to chain price levels. This is because it was found 
to exist between stores of the same type with similar store price 
levels. In contrast to the similarities in type among chain stores, 
independent stores were composed of very unlike outlets, both as to 
size of store and volume of sales, as well as the distinction between 
self-service and other. It would have been surprising to find the 
same uniformity of pricing among the heterogeneous group of independent 
stores as that prevailing among the more homogeneous chain stores.e 
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TRANSPORT COSTS AS A FACTOR IN PRICE SPREADS 
OF FOOD PRODUCTS 


1. The Significance of Rising Transport Costs 


At the outset, it is desirable to point to the need for main- 
taining a clear distinction between increasing transport rates (or pri- 
ces) which accompany, but do not chiefly cause, a rise in prices of 
goods in general, and increasing transport rates which contribute spe-~ 
cially and directly to rising prices. In the case where all costs are 
rising together, public policy may prescribe monetary medicine and no 
special attention to the transport industry at all. In the other case, 
of prices which rise directly as a result of pressures from the transe 
port industry, the proper concern of public policy may be the rate 
structure, competition among various forms of transport, or management 
or labour problems within the major transport firms, 


Within the past 10 years, increases in the transport cost per 
unit for food products consumed in Canada (excluding exports), have 
outstripped the increases in retail prices of food. Table 1 makes this 
explicit in the case of railways. The general level of freight rates 
in 1957 was close to 79% higher than in the latter part of 1949, while 
the consumer price index for food was about 17% higher. The sharpness 
of the contrast is reduced if we realize certain limitations of an in- 
dex of general freight rates. In the first place, a general rate index 
does not take account of the increasing proportion of traffic moving 
under competitive rates and agreed charge rates negotiated between the 
railways and shipperse As these rates are lower, the "effective" rate 
increases have been less than would appear from an index based on "hori-# 
zontal" or across-the-board increases granted from time to time by the 
Board of Transport Commissioners. Secondly, an index of this type 
takes no account of the changing composition of traffic; some commodi- 
ties on which rail freight charges are particularly high may be finding 
their way to less costly carriers, or may even be manufactured closer 
to market as a result of the increasingly heavy charges. Thirdly, a 
general index takes no account of exceptions to the general increases. 
The exceptions in food traffic are important: western grain, which has 
been entirely exempt from the increases; and potatoes, which have been 
partially exempted. Finally, a general index of rail freight rates has 
application not only to food, but to other products as well. 


The effects of increasing resort to competitive rates and the 
changing composition of rail traffic are more accurately accounted for 
in an index of the estimated average revenue of the railways for hand- 
ling a ton of food one mile. Between 1949 and 1957, the average revenue 
per ton-mile of food freight (Table 1) increased 43% as compared with a 
17% increase in the consumer food price index, The average railway 
revenue per ton of food freight moved (regardless of distance) has in- 
creased even more substantially, from $7.82 in 1949, to $12.56 in 1957, 
or 60.6%. Revenue per ton of freight trucked appears to have risen at 
least as much. Assuming that the amount of rebilling of freight, which 
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TABLE 1. COMPARISONS OF INDEXES OF RETAIL PRICHS FOR FOODS OF 
DOMESTIC ORIGIN, AVERAGE RAIL REVENUBS PER TON-MILE 
FOR FOOD AND RAIL FREIGHT RATES, 1949 TO 1957. 


(1949 = 100) 
Food Average Revenue Rail Freight 
Year Prices per Ton-Mile Rates? 
1949 100,0 100.0 100.0 
1950 101 64 SEL ay ak LtA.66 
1951 116.9 130.2 123.6 
1952 116.4 Lae eld 137 oh 
E953 112.0 Lo Dee 15S 65 
1954 110.4 144.8 161.0 
1955 1063 13032 161.0 
1956 its 1h 13 ie: 166.7 
1957 116.8 143.1 17809 


a Annual indexes prepared by time-weighting intra-year changes in 
rates applicable to raw food materials and food products. 


inflates the tonnage statistics, is roughly the same in the two years, 
we can conclude that the rail freight cost per ton of food produced and 
consumed in Canada has increased much more rapidly than retail prices 
of food in general. 


There are three possible reasons for the substantial increase 
in transport cost relative to consumer prices of food. 


(1) The general inflation of prices contributed to the increase 
in transport costs. If the cost to the public had not been allowed to 
rise through the medium of increases in freight rates, it would have 
done so through substantial deficits of publicly owned railways and 
cost-saving measures by the railways, which would have adversely affect-~ 
ed rail service. Truckers would have been forced to compete with un- 
remunerative rates charged by the railways, and trucking services would 
also have been curtailed. Inflation was a force that could not be re- 
sisted simply by an attempt to hold the line in respect to freight 
rates. During a time of intensive investment in resource development 
and through periods of labour shortage, the transport industry was cer= 
tainly faced with rising costs, and competed directly in hiring and 
purchasing with the most conspicuously booming industries. A series of 
freight rate increases, beginning with a 21% general increase effective 
April 8, 1948 (the first general increase in 27 years), reflected the 
pressure of inflationary forces on the cost position of the railways. 


(2) Another possible source of increasing transport cost has been 
the change in the composition of traffic. If there was a shift towards 
heavier traffic in highly-rated products, or an increase in average 


epee nteter ee a een es Ot ee er ee eee 
1 Generally, the research studies deal with the period 1949 to 1957 or 
1958. See reference in Volume I of the Report. 
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haul for all food products, or an increase in the amount of traffic 
moved by carriers providing expensive but possibly also valuable servi- 
ces, such as the airlines, then there would be a tendency towards in- 
creasing transport cost per ton=mile and per ton. 


(3) Finally, there may have been changes in the standard of ser- 
vice provided by all carriers, so that increasing transport costs actu- 
ally represent charges for an improved service. The tendency has been 
in this direction, The average speed of freight trains has increased 
in the past 10 years, airlines offered air cargo service to an increas- 
ing number of points, and entirely new types of service, such as "pig- 
gyback" truck trailers carried by rail have been offered to the public 
since 1949. All such developments in transport service must be taken 
into account in an appraisal of increases in transport charges. 


Changes in the composition of traffic may cause increases in 
transport cost. Sometimes the frequent shipping of small consignments 
at greater expense reduces a consignee's inventory carrying costs and 
also total costs, as compared with infrequent large shipments which 
necessitate carrying larger inventories. Improved services offered by 
carriers in the form of speedier transport and better handling may also 
improve the quality of the goods purchased by the consumer and reduce 
costs of waste and damage. The growth of huge urban centres may in- 
crease transportation costs appreciably, because of the greater dist- 
ance from which produce of the land must be brought to satisfy the 
larger market. These are all sound reasons for increases in transport 
cost. It is difficult to appraise the effects of such developments in 
the past 10 years or to quantify them, but in approaching the subject 
of increases in food marketing costs, it will facilitate sound judgment 
if they are kept in mind. 


The starting point of this investigation is the development 
of estimates of aggregate costs of transporting food in Canada. The 
total costs of transporting Canadian food for domestic use are estimat~ 
ed by different types of carriers, viz: truck, rail, airline, and ship. 
The extent of effective competition amongst the carriers will be noted, 
since the existence of competition may help to keep transportation 
charges low and carriers efficient. The conclusion of this section is 
that truck=rail competition has been substantial, and has to some deg~= 
ree held transport charges down, Second, changes in composition of 
traffic will be examined and this part of the study will point out the 
need for certain additional information on this subject. Finally, some 
comments will be made regarding statistical information which will 
assist in appraising trends in efficiency of transportation of food. 


2e Transportation of Food by Truck, Rail, Air and Water 


Canadians spent approximately $245 million in 1957 for the 
transport of food produced and consumed in Canada (excluding exports 
and imports). In 1949 they spent $109 million. The increase in aggre- 
gate cost over the eight years amounted to 125%. Table 2 summarizes 
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TABLE 2, ESTIMATED TOTAL TRANSPORT COSTS FOR DOMESTICALLY 
PRODUCED AND CONSUMED FOOD PRODUCTS, BY TYPE OF 
CARRIER, 1949 TO 1957. 
Year Rail Truck Water Air Total 


(millions of dollars) 


1949 58 48 2 1 109 
1950 58 DL 2 1 1 
2951 66 64 3 1 134 
1952 76 89 4 3 TL 
1953 75 114 3 ,) 1 
1954 TL 113 3 3 190 
7D 70 138 3 8 Ag 
1956 (es 166 3 6 25h, 
aoe. 78 159 3) 5 245 


the estimates of total costs of food transported by the various media 
of transport for the years 1949 to 1957. 


The railroads are still the big bulk long-haul carriers of 
food freight, but in 1957 they handled a smaller volume of this traffic 
as measured by ton-miles than they did in 1949. It is impossible to ob- 
tain a really good estimate of truck traffic and revenue collected by 
truckers from transporting domestically produced and consumed food back 
in 1949. It is estimated that there has been an increase of nearly 80% 
in ton-miles of food handled by truck. This may be subject to some 
considerable margin of error inherent in the basic assumptions back of 
the estimating procedure, but there is no reason to doubt the general 
conclusion that there has been a substantial shift in food traffic from 
railways to truckers. 


The estimate of revenue to truckers from handling food in 
1949 ($48 million) should be treated at best as an approximation.! The 
estimated revenue for 1957 = $159 million - is another approximation, 
but of greater reliability. However, the accuracy of the estimates is 
believed to be sufficient to warrant the conclusions that: (1) from the 
standpoint of revenues collected by the carriers, trucking is by far the 
most important medium of transport for food products when exports and 
imports of food are excluded from consideration; and (2) that revenues 
collected by the trucking industry from the handling of food tripled be- 
tween 1949 and 1957. The trucking industry, therefore, is by far the 
most significant carrier of food, and the one whose charges and opera- 
tions are most worthy of study. 


1 The estimated revenue from trucking food in 1949 is based on the ton# 
miles of truck traffic, multiplied by a revenue per ton-mile after 
adjustment for changes in revenue per ton of all commodities trucked, 


as shown in the D.B.S. publication, Motor Carriers, Freight-~Passenger, 
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Airlines traffic in food products has substantially increased 
since 1949, as evidenced by an increase in revenue from $1 million to 
$5 million in 1957. Food carried in air cargo by 1957 still amounted 
to only a little over 2% of the revenue collected by all carriers from 
transport of food. 


Coastwise trade in food products consists very largely of 
grains In fact, over 88% of the total cargo-tons of food handled be# 
tween Canadian ports in 1956 consisted of grain for use as human food. 
In Table 2 only grain (consumed as food) and a limited amount of canned 
food products are taken into account because of the scarcity of detail-~ 
ed information on food products moving in a coastwise trade. Based upon 
the data available, though, it is apparent that water transport has 
barely maintained its share of total revenues from traffic in foods of 
Canadian origin used for domestic consumption. 


Railway Revenues from Handling Food 


The year-by-year performance of the railways in transporting 
domestically produced and consumed food is shown in the estimates set 
out in Table 3, Traffic has fallen but revenue has climbed, Between 
1949 and 1957, total revenue from freight and express increased from 
$58.5 million, to just under $78 million, or one-third. During the same 
period, volume of freight (ton-miles) declined by 5%. Average revenue 
per ton of freight rose by over two-thirds. In contrast to the rise in 
total revenues were the sharp drops in revenues from less-than-carload 
freight, and in revenues from transportation of milk in passenger trains. 


The rise in total rail revenues from handling food (excluding 
exports and imports) was irregular but distinctly upward over the 
period, and average revenues per ton and per tonemile rose in a rather 
similar pattern. The decline in volume of food handled by rail was ire 
regular too, and had a marked effect on fluctuations in total revenuee 
Freight rates rose, Traffic shifted away from the railways. Those were 
the two outstanding developments in rail traffic in food between 1949 
and 1957. Although these factors tended, in part, to offset each other, 
total rail revenues rose over the decade, reaching a peak in 1956 and 
dropping slightly in 1957. 


Trends in volume and revenues earned by the railways varied 
considerably from one product to another. From 1949 to 1957 marked 
downtrends in volume occurred for shipments of fish, fresh vegetables, 
and apples, and revenues hardly managed to keep up to 1949 levels, 
Volume of traffic in meat products, potatoes, and canned foods, however, 
has shown a distinct upward trend, and revenues from these commodities 
even more so. Hogs, and sugar and confectionery also have moved higher 
over the decade, but with sharp intervening declines. 


Trends in some of the other food products have not been too 
clear. Traffic in eggs and dairy products, cattle and calves, and 
flour declined up to about 1952, and then revived to around the 1949 
level. Revenues have followed the course of fluctuations in volume, 
and increased on balance quite markedly above the 1949 revenues, except 
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TABLE 3. REVENUES TO RAILWAYS FROM TRANSPORTING FOOD PRODUCTS 
PRODUCED AND CONSUMED IN CANADA, AND INDEX NUMBERS 


OF RAIL REVENUES PER TON OF FOOD, 1949 TO 1957. 


Rail Freight Revenue 

Year Revenue er Ton 
($ thousand) (1949 

= 100) 

1949 58,461 100.0 
1950 58,008 LO Jel 
1951 66,893 123.6 
ie 76,379 13204 
1953 loge 130.3 
1954 71,356 151.0 
hs ee) 69,990 13962 
1956 19,075 LDL. 
a7 lege 167.5 


a Included estimates of revenues from carload and less-than=-carload 
food shipments, milk shipments and food shipments by express. 


for eggs and dairy products. 


It is not the purpose of this study to account for causes of 
fluctuations in volume of traffic in these various commodities. A com- 
plex of factors surrounding conditions of production and consumption of 
each commodity, together with changes in real transportation costs for 
each, locally and nationally, has contributed. This brief examination 
of the trends for selected commodities has been developed at this point 
to illustrate that generalizations for the whole rail food traffic pate 
tern cannot be applied to any given food commodity. 


Some traffic has been retained by the railways only by avoid- 
ing effective implementation of general freight rate increases author- 
ized by the Board of Transport Commissioners. In the case of grain, 
the rates are statutory and the Board of Transport Commissioners cannot 
raise them. The Crowsnest Pass rates on grain, as a matter of policy, 
have been maintained at original levels to facilitate export of Canadian 
grain. Insofar as these apply on grain for domestic use as food, they 
help to narrow price spreads on grain products. This leaves out of ace 
count any effect that maintenance of these rates may have had on trans- 
portation rates for other commodities, including food products other 
than grainoe 


In the case of a number of products not included in the sta- 
tutory rate category, the average revenue per ton-mile has been notice-~ 
ably slow to increase. Very likely one reason is that the railways 


1 The statutory rates apply on grain in transit in western Canada des- 
tined for eastern Canadian domestic use. They do not apply to local 
traffic in the Prairie Provinces west of Fort William, nor on any 
westbound movement of grain for domestic consumption. 
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have granted various types of competitive rates which are lower than 
the non-competitive rates under which a larger share of the traffic 
moved back in 1949. 


In a judgment in 1957 the Board of Transport Commissioners 
commented on the tendency towards increasing use of competitive rates 
on all types of products, and it seems likely that the comments are ale 
so applicable to food: 


"It will be noted...that the proportion of the 
revenue from ‘class! rates has declined materially 
since 1949 and is now only approximately one-half of 
the 1949 proportion. Class rates are the highest 
rates charged by the railways and it is apparent that 
a large part of the class-rated traffic has either 
been diverted to highway transportation or, if still 
hauled by the railways, is now carried at lower com= 
modity rates, competitive rates, or agreed charges. 


The fact that the competitive portion of the 
traffic has increased from 8.9 per cent to 21 per 
cent, and the agreed charges (largely based on com- 
petition) have increased from 2.4 per cent to 10 per 
cent, is substantial confirmation of the situation 
with regard to the class and non-competitive commo- 
dity rates, "1 


Table 4 presents changes since 1949 in the average revenue 
per tonemile collected by the railways from handling various food proe 
ducts. The data are taken from a 1% sample of carload traffic taken 
annually by the Board of Transport Commissioners, and so minor varia- 
tions from year to year are to be expected as a result of errors of 
sampling. Nevertheless, the trend over the period can be regarded as 
accurate. As might be expected from the unchanging statutory rates ape 
plying on western grain, the revenue per ton-=mile from hauling wheat is 
about the same in 1957 as it was in 1950. The statutory rates do not 
apply to grains in processed form for human consumption, and so revenue 
per ton-mile from cereal food preparations increased distinctly over 
the period. The average revenue from butter, cheese, and eggs at the 
end of the period was actually lower than in 1949/50, and the average 
revenues from edible packinghouse products and fish appear to be a 
little lower than they were in the early 1950's. Sugar beets are a 
commodity hauled on the average about 50 miles and are, therefore, sub- 
ject to truck competition. So it is not surprising that the average 
revenue has not increased in the last few years. In the case of pota- 
toes, average revenue per ton=mile has been kept down by excepting po- 
tatoes from certain rate increases, and also by agreed charge rates 
negotiated between the railways and potato producers of the Maritime 
Provinces since 1953. 


1 Board of Transport Commissioners for Canada, Final Judgment and 
Order, December 27, 1957, De 286 
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In some cases, railways have continued to earn increasing 
average revenues per tonemile, but the traffic has fallen off drastice 
ally. Fresh fruit, fresh vegetables, and cattle and calves are 


examplese 


There has been a marked shift in the proportion of deliveries 
of every type of livestock by truck to stockyards and packing plants in 
the past 10 years. The proportion of cattle delivered by truck increas-~ 
ed from 39.0% in 1948 to 72.5% in 1957, hogs from 55.4% to 76.4%, and 
calves and sheep to a similar extent. In each case there has been a 
corresponding decline in the proportion delivered by rail. 


Competition of other forms of transportation, particularly 
trucking, has definitely restrained increases in railways! charges for 
hauling food. The full impact of general railway rate increases has 
not fallen upon food products. Average revenue per ton-mile and per 
ton from transport of food by rail has increased by a substantially 
smaller percentage since 1949 on account of the statutory rates on 
grain and the competitive rates and agreed charges which the railways 
have found it necessary to grant on a number of other products, The 
food industry has shifted some of its traffic to truckers, either bee 
cause it is sometimes cheaper per se, or because it is more convenient 
and reduces the food firms' total costs. 


By another yardstick, though, the transport bill for domesti~ 
cally produced and consumed food has not been kept within bounds. The 
total transportation bill for food products (estimated in Table 2) in- 
creased from $109 million in 1949 to $254 million in 1956, or 133%. 

The transportation bill for all products in the Dominion Bureau of Sta~ 
tistics national accounts increased from $1,019 million in 1949 to 
$1,929 million in 1956, or 89.3%. Gross national product increased by 
only 80.9%.+ So it appears that the transport bill for food increased 
by more than the transport bill for all products, and more than gross 
national product. 


The evidence seems somewhat contradictory, but seems to ware 
rant the following conclusions: 


(1) Generally inflationary forces affecting the carriers! costs 
led to substantial increases in freight charges between 1949 and 1957, 
The increases in rates applied to food products in general, but not to 
western grain, and only partially to potatoes, 


(2) Competition between truckers and railways prevented the raile 
ways from putting the authorized rate increases fully into effect in 
the case of certain foods, such as eggs, cheese and butter, sugar beets, 
and potatoes. There has also been a definite shift in certain traffic 
from rail to truck transport, as in the case of fresh fruits and vege-~ 
tablese The railways have been far from maintaining their 1949 position 
in the traffic in domestic food products. 


1 The transport bill for all products (non-foods as well as foods) was 


6.8% of gross domestic product in 1949 and 7.2% in 1956, and has 
varied in the past 10 years between 6.7% (in 1954) and 7.7% (1947). 
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(3) Because trucks have innate advantages over railways in hand- 
ling less bulky types of food, especially for short hauls, the shift to 
trucking represents at least partly a shift to more convenient and ef- 
ficient transport of food, rather than a reduction in freight charges 
per ton-mile. 


(4) The bill for urban distribution costs by truck grew substan- 
tially between 1949 and 1957. As in the case of other estimates of 
trucking revenues, it is difficult in approaching urban distribution to 
base firm conclusions on calculations with many built-in assumptions. 
Evidence of changes in the truck transport bill for food should be 
treated as something more than circumstantial evidence, but also some- 
thing short of proof. 


Costs of Trucking Food 


Compared with treatment of other media in the statistics and 
literature of transportation, little attention has been paid, up to the 
present, to trucking. Prior to 1956, there was no information publish- 
ed in government statistics on products transported by truck in Canada, 
and even now food products can be distinguished only by the headings 
“Agricultural products" and "Animal products", No data were published 
for trucking of these products in the Atlantic Provinces prior to the 
year 1957. Yet trucking is an industry serving all but a few isolated 
areas or settlements in Canada, 


Of the total estimated costs of trucking food produced and 
consumed in Canada ($159 million for 1957), over 40% (as measured by 
revenue) was carried in trucks of Ontario registration, and from 25% to 
30% in those registered in Quebec. Thus at least two-thirds of the age 
gregate food trucking costs are attributable to the intensive use of 
this form of transportation in the concentrated population areas of cene 
tral Canada. The significance of this also appears when the trucking 
cost estimates are segregated for interprovincial and intra-provincial 
traffic in food products, Of the total cost, only about 7% in 1957 ren 
presented interprovincial movement «- the remainder consisting of costs 
of movement between points within a province and mainly for costs of 
movement within urban areas, These estimates include both the costs of 
"for hire" vehicles, that is to say, vehicles of firms engaged primarily 
in the trucking business, as well as the costs of trucks owned by indi- 
viduals and firms engaged in food processing and distribution. 


The estimate for total urban food trucking costs in 1957 (both 
"for hire" and privately owned vehicles) amounted to two-thirds of total 
trucking costs. In fact, urban transport of food by truck, (estimated 
at over $100 million) in 1957, exceeded the total food transport bill 
for haul by rail. 


In urban distribution the trucking industry does not, of 
course, compete with the railways, but competition in intercity handling 
of food has been keen in the last 10 years. In 1938 the Transport Act 
legalized the practice of agreed charges in order to help the railways 
meet truck competition. Under this legislation the railways are permit- 
ted to negotiate special low rates with shippers, who are then obligated 
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to ship at least a certain portion of their freight by rail. The ef- 
fect of this legislation was not too noticeable during the war years 
when every carrier was handling capacity traffic, and when there were 
restrictions upon the growth of the trucking industry. Since the war, 
use of agreed charge rates has enabled the railways to retain some 
traffic, which might otherwise have been lost to the trucks. 


It is difficult to generalize concerning differences between 
rail and truck rates. Where there is effective competition between 
carriers, there is a tendency towards equality in rates as between car- 
riers affording approximately the same service. Otherwise, traffic 
would almost invariably flow to the cheaper carrier. 


However, it is quite possible for one carrier to attract 
traffic from another even in spite of higher rates, if a superior ser- 
vice is offered. Trucks and railways afford different types of servi- 
ces, each with its own advantages to the shipper. Highway carriers 
offer a shorter transit time and more flexibility. A truck can start 
its journey as soon as it is loaded. Truck pickup and delivery servi- 
ces are especially attractive when a customer has no siding. The driver 
helps to load and unload the truck, which reduces costs of this opera- 
tion to the shipper or consignee. And less handling by truck reduces 
damage and claims. Also, firms can own their own trucking fleet as a 
means of combatting rising freight rates and meeting their own particue 
lar delivery requirements. With his own trucks, a shipper can select 
equipment specifically suited to the transport of his goods.l For 
these reasons, trucks can meet the competition of the railways, even 
though trucking costs per tonemile may actually be higher, This is on 
the average the case for food products transported in Canada, The aver- 
age revenue per tonemile from rail handling of food in 1956 was 1.53¢, 
and in 1957, 1.62¢. In comparison, the average revenue per ton-mile of 
"for hire" trucks in the years 1956 and 1957 is estimated to have been 
between 6.5¢ and 7.0¢. 


On the other hand, the railways are the traditional bulk car- 
riers on land, and they can handle large quantities at very low cost. 
In the movement of commodities, such as grain, the advantage of the 
railways is considerable, Also, the railways are better equipped to 
handle longedistance shipments. Trucking firms do not maintain the 
same national organization and facilities as railways, and trucks are 
more costly to operate and less easily controlled the farther they are 
from their home base, Each medium of transportation has its own special 
preserves, based on the types of service which it is intrinsically best 
suited to perform. At the same time, there is a very substantial middle 
ground in which competition can be intense, 


A study of the transportation preferences of the Texas food 
industry defines the area of competition between rail and truck in this 
way: 


1 Dun's Review of Modern Industry, June, 1958, "A Shipper's-Eye View 
of America's Transportation System", p. 66. 
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"To sum up rail operations in relation to dist-e 
ance, it could be said that rail transportation was 
utilized very sparingly for shipments of less than 
100 miles. The use of rail for movements of 100-250 
miles was confined largely to carload shipments. At 
distances over 250 miles, however, rail became in- 
creasingly competitive with truck and the relative use 
for all types of rail shipments increased sharply. "1 


By and large, the same conclusion can be applied to Canada. 
In the transportation of food, competition between carriers will only 
extend to a portion of the total tonnage hauled. The area of competi-~ 
tion is circumscribed by the natural advantages of each type of carrier. 
The shift towards trucking in the past 10 years denotes successful com- 
petition by the trucking industry with the railways, but once trucks 
have captured the traffic for which they are the most efficient carrier, 
the growth of the industry will cease to be at the expense of other 
types of carrier and will be at a rate proportionate to the growth of 
the nation's food business as a whole. For this reason, the growth 
trend of trucking in the next 10 years may not resemble that of the 
past 10 years. 


Water Transport 


Although the grain trade bulks large in Canadian coastal shipe 
ping, water transport is of secondary importance in the handling of 
food for domestic consumption. Water-haulage of Canadian products for 
domestic consumption as food accounted for only 1.3% of the total food 
transport costs (Table 2). Water freight is definitely the cheapest 
form of transportation. Throughout the past decade, it cost roughly a 
third of a cent to transport a ton of grain one mile in coastal shipping. 
More than half of the total revenue for water shipment of domestic food 
throughout the period came from wheat. 


It is particularly necessary to stress here again that these 
estimates are, at best, broad approximations, They include estimates 
of costs of moving grain for domestic food use and of canned foods move 
ing in coastwise trade on the Great Lakes and the St. Lawrence River. 
Lack of data made it impossible to estimate costs of moving food in 
coastwise trade on the east and west coasts of Canada and in the Gulf 
of St. Lawrence. 


Apart from grain, coastal shipping has small significance in 
the transport of food. To a Newfoundland fisherman in one of the out- 
ports, coastal shipping may be the indispensable means of marketing his 
product and obtaining his own food supply. The importance of this means 
of transport in particular districts is not to be denied. Nevertheless, 
in total, water transport of foods, other than grain, is of limited im- 
portance, and the government statistics do not tell much about it. It 


1 Texas Transportation Institute, Bulletin No. 8, "Transportation Uses 


and Preferences of the Texas Food Industry", by Charley V. Wootan, 
Pe 456 
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has, therefore, not been possible to estimate the revenue to the ship-= 
ping companies from transporting these products. 


Instances of coastal shipping companies losing traffic to 
other carriers are probably few. There has been no change similar to 
the sizeable shift of traffic from railways to truckers which occurred 
during the past 10 years. Water transport is cheap. It has a distincte 
ive place in the handling of bulk goods, Yet this means of transport 
is slow and cannot serve inland points unless the freight is transe~ 
shipped to another carrier. 


Air Cargo 


There is an astonishing difference between the amount of rev- 
enue an airline and a coastal shipping company collect for transporting 
a ton of food. In 1956 the average revenue per ton of grain handled by 
water was $2.72, while the average revenue of the airlines from air 
cargo (all commodities) was $328.28. This contrast in revenue per ton 
reflects the vast difference in the roles of these two carriers. Water 
carrier is the cheapest (and slowest) means of bulk transport. Air 
cargo is the fastest and most expensive type of transport and as a ree 
sult performs an emergency or specialty service in populated areas, or 
sometimes the sole winter service to remote areas. 


Although costs of air transport for domestic food supplies 
still only account for a very small part of total food transport costs, 
estimates of revenue to the airlines from handling food in air cargo 
more than quadrupled between 1949 and 1957, increasing from $1 million 
to $5 million (Table 2). Most of the increase in revenue from air cargo 
resulted from growing volume of traffic, which quadrupled within seven 
yearse 


Nevertheless, air cargo, although still a small factor in the 
total food transportation cost, is growing rapidly. It has not proved 
particularly successful in heavily populated areas as other means of 
transport have speeded up their services sufficiently to prevent effect- 
ive competition from the airlines, Air traffic has proved most success 
ful in developing and supplying remote areas in the Canadian northland. 
Yellowknife, Northwest Territories, for example, is wholly dependent 
upon airlines during nine months of the year for its perishable food. 
Also, fish is regularly shipped from nothern Manitecba and parts of 
northwestern Ontario by air to points farther south. Air freight and 
air express have, therefore, considerable importance in certain regions 
which can afford the high-cost service. No doubt, as a result of air 
freight charges, the retail price of food is distinctly higher than in 
areas which can import their food by a less expensive means of trans- 
port. Since the average revenue per ton of air cargo has increased less 
than the average revenue per ton of food trucked or carried by rail, the 
contribution of air transport costs to increases in price spreads of 
food products in remote northern points has likely been less than in 
areas served mainly by other carriers. Nevertheless, any attempt to 
shift population or development more into remote areas will tend to in- 
crease both average transport costs and average food costs to consumers 
in Canada. 
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In more southerly areas, the role of air cargo in transport 
of food in the future may be noteworthy, especially if the speed of 
aircraft increases very rapidly. A recent article on the advantages 
and future prospects of the various means of transport in North America 
stated: 


"According to Senior Vice President Hugh J. 
Davern of the Grand Union Company, one of the top 
ten food chains, jet planes will halve the travel 
time of fresh produce from farm to supermarket. 
This may revolutionize the marketing of these proe 
ducts, for farmers will probably make fresh vege- 
tables and fruits 'table-ready' or ready-to-cook 
before shipment, to compete with frozen foods."1 


Developments in the transportation industry in the past dec- 
ade indicate change and improved efficiency. Airways have extended 
their air freight services and greatly expanded their volume of business 
with only modest increases in charges per ton handled. Competition be- 
tween truckers and railways has resulted in the diversion to the trucks 
of considerable traffic which they are better suited to handle. The 
necessity of resorting increasingly to competitive rates has tended to 
hold the railways! charges lower than they otherwise would be on cer- 
tain types of traffic, though the benefit is at least partly offset by 
a shifting of the burden of costs onto other types of rail traffic. 
Especially if inflationary pressures on carriers! costs (and indirectly 
on freight rates) recur in the future, the contribution of transport 
charges to price spreads of food products will be held in line only if 
the industry continues to improve its efficiency. 


3- Urbanization and Transport Costs 


The transportation of food by trucks in urban areas in 1957 
involved an aggregate cost of over $106 million. Canada's urban popu- 
lation is increasing both absolutely and relatively. In the 1951 cen- 
sus 62.9% of Canada's population was classed as urban, and in 1956, 
66.6%. The phenomenal growth which occurred in the population of some 
metropolitan areas between those two census years is illustrated by the 
data in Table 5. The population of Edmonton increased by just over 30% 
and the increase for Calgary was more than 28%, The next 10 cities, 
in order of rapidity of increase, were all located in Ontario. In 1957 
well over half the total cost of urban trucking of food for Canada was 
incurred in Ontario. Distribution of food by truck in metropolitan 
areas in Ontario particularly is a large and rapidly growing business. 


The fact that so much money is spent for handling food in ur- 
ban centres, coupled with the rapidity of the growth of some of these 
areas, makes it worthwhile to ask whether urban distribution of food is 
as efficient as it could be. The lack of detailed and comprehensive 


1 Dun's Review of Modern Industry, June, 1958, "Better Transportation 
is Up to Management", p. 103. 
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statistics renders an investigation difficult, and so it may be possible 
merely to point to the great significance of this industry, the urban 
freight transport industry, Thousands of firms are involved in it, 

from those specializing in trucking to those primarily in assembly, pro- 
cessing and distribution, but operating one or more trucks, The inter- 
est in its efficiency, therefore, is of concern to the community. 


There are two ways in which urbanization can inflate trans- 
port costs. First, a growth in concentration of urban population may 
bring about an increase in the distance from which food products must be 
brought to serve the growing city. Second, the cost of distribution of 
food by truck within a city may rise as population becomes greater, 


In the case of eggs, milk, butter, and meat the producing 
areas around the city may shrink as the city grows, and the increasing 
demand for these products will, at the same time, push the margin of 
profitable production farther out. As this happens, the average haul to 
market increases, and so does the cost of transport, whether by truck or 
rail. The general statistics of average haul on the railways do not 
yield separately the average haul to urban centres. In the absence of 
parallel data for trucking it is, therefore, impossible to distinguish 
changes in length of haul arising out of loss of traffic to trucks from 
changes resulting from increasing demands of metropolitan centres, 


Similarly, statistics of the net movement of various food pro- 
ducts by rail from one province to another cannot be specifically relat- 
ed to urbanization, The net import of increasing quantities of food 
into a province does indicate a change in the position of a province as 
an agricultural producer though, registering a shift to outside sources 
of supply. Usually, dependence upon outside sources indicates a higher 
cost of transportation. 


Changes in the surplus or deficit position of the various pro- 
vinces, as reflected by the rail movement of agricultural and animal 
products, may be gauged from the data in Table 6, The marked increase 
in imports of agricultural and animal products into Ontario applies to 
a broad range of commodities and may, therefore, be directly related to 
the increase in population of urban centres. In Quebec net imports of 
dressed meats and dressed poultry have increased substantially between 
1949 and 1957, and the same is true of potatoes, flour, and "other 
fruits" (excluding apples). Changes in net imports of grains may very 
well reflect changes in volume moving into foreign, rather than domes- 
tic, channels. Likewise, in the case of British Columbia, the substan- 
tial increase in net rail imports of agricultural products is largely 
accounted for by a sharp rise in the net imports of wheat, almost cer- 
tainly reflecting larger shipments from the Prairies subsequently ex- 
ported to foreign countries by water. Increasing net imports of cattle, 
hogs, dressed meats, and flour are more likely indicative of increased 
urban demand. The evidence is far from conclusive, but does not contra- 
dict the possibility of food products being brought greater distances 
by rail to urban markets. 


In the case of manufactured food products, the necessity of 
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TABLE 6, NET RAIL MOVEMENT OF AGRICULTURAL PRODUCTS AND ANIMAL 
PRODUCTS, BY PROVINCES, 1949 AND 1957 


Agricultural Products® Animal Products 
Net Out Net Into Net Out Net Into 
Province Year of Province Province of Province Province 


(thousand tons) 


Newfoundland 1949 not available 
2957 53 14 
Pebele tay Py) £93 10 
LOST 195 al: 
Nova Scotia 1949 214 23 
LOST 711 13 
New Brunswick 1949 OW, 1h 
L957 636 2h 
Quebec 1949 1,667 139 
L957 PP PAU 202 
Ontario 1949 4 ye2k 21 
L937 6,460 126 
Manitoba 1949 gees 23 
1957 1,306 2 
Saskatchewan 1949 6,502 18h 
195K 8,580 195 
Alberta LoL? 3,798 246 
L95'¢ 4.367 28h 
Bee 1949 By: 52 
1957 5,148 "3 


a Field crops, fruit, vegetable, tobacco etc. products. 


Source: Based on statistics in D.B.S., Summary of Monthly Railway 


Traffic Reports, Year Ended December 31, 1949, and Railway 
Freight Traffic, 1957. 
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drawing on a wider area for supplies for growing cities is not so dir- 
ect. New manufacturing plants of near-optimum size can be located 
close to growing urban centres, which previously constituted tco small 
a market to absorb the output of a factory. in such a case, the build- 
ing of the new plant may cut the average rail haul for a particular 
manufactured product quite substantially, although it also might result 
in increased shipping distances for the raw food materials. This paper, 
in which no intensive commodity analysis has been attempted, does not 
attempt to offer statistical evidence on increases in length of food 
haulage to growing cities. 


The second way in which urbanization can increase food trans- 
port costs is by making distribution of food within the city more dif- 
ficult and expensive. Traffic congestion in urban areas increases 
costs of operating delivery vehicles in downtown streets at certain 
times of day. In some of the larger cities, like Montreal, congestion 
may involve delay and poor use of truck-time throughout the day. To 
some extent, food processors can schedule deliveries in such a way as 
to minimize the time trucks spend in traffic jams. Deliveries to chain 
store outlets may be scheduled to avoid rush hours. Many dairies begin 
deliveries before dawn in order to supply consumers and restaurants and 
stores with fresh milk and dairy products before their day begins, and 
so do not bear the brunt of congestion. 


Dairies may be more affected by growth of suburban areas 
where the distance between houses is greater, apartment buildings fewer 
than in the city centre, and where, consequently, each truck takes 
longer to make the same number of deliveries. 


Another characteristic of urban distribution of food is over- 
lapping of routes, or delivery to homes directly, rather than to retail 
stores. Interested in reducing the cost of distributing milk, the On- 
taric Royal Commission on Milk in 1947 expressed the hope that experi- 
ments in economy would be tried, such as quantity discount sales, depot 
sales, every-other-day delivery, and zoning of routes. In his report, 
Hone DeC.o Wells also said: 


"In fairmess to the distributor I think it must 
be said that it is not possible to reduce the cost of 
distribution further without much more active co-oper- 
ation on the part of the consuming public. There is, 
I think, no substantial evidence before me which would 
indicate that the cost of processing and administration 
are unreasonable or can be greatly reduced ... The key 
at the present time to any immediate further economies 
must lie in some fundamental re-organization of the 
distributing process. Without such re-organization 
possible savings would be comparatively minor in na- 
ture and amount."1 


The same statement is true today. Some of the economies have 
been tried, but there is still scope for reorganizing the distribution 


1 Report of the Ontario Royal Commission on Milk, 1947, pe 93. 
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process. It is to be observed here, of course, that there has been a 
shift from delivery service to cash and carry for milk and bread. In 
some urban centres there has been a consolidation of delivery services, 
although decreases in sales may have offset transport savings effected 
by consolidation and elimination of routes. In any event, the change 
to cash and carry does not yield a full saving in transportation costs 
- it simply effects a transfer, in whole or in part, of these costs 
outside the marketing system to the customer. 


In view of the growth in Canada's urban population and the 
large amount spent on distribution of food in cities, a survey of the 
problems involved in achieving efficient distribution could be most 
useful. The problem has been approached piecemeal by those interested 
in traffic congestion, or in a particular firm's delivery problems, or 
in the distribution of one commodity, such as milk. An overall approach 
to the problem would tend to emphasize the farereaching nature of the 
potential economies, and might attract far more public attention than a 
bit-by-bit study. Urban distribution of food is one of the functions 
whose cost is included in the price spread, and in the next 10 years 
the reduction of distribution cost in large cities could help to pree 
vent a widening of the spread. 


4e Gaps in the Statistics 


In the process of developing estimates of aggregate food 
transportation costs, opportunity has been afforded to examine in de- 
tail the existing statistical series on Canadian transportation. This 
examination has thrown light on deficiencies in the statistics, making 
it possible to suggest where improvements could be made. While the 
suggestions arise out of the attempts to use the statistics for a pare 
ticular purpose, in many instances the data would be useful for other 
purposese Thus, even if estimates of aggregate costs of transportation 
for products, industries, or other classes or categories in the Canadi- 
an economy are not compiled in the future, or if the series developed 
here is not to be extended or improved upon, the suggestions which fol- 
low may be helpful as a contribution to general improvement of trans- 
portation statistics, 


(1) The major statistical difficulty faced in estimating the ag- 
gregate costs of hauling food by truck over the period of study was the 
lack of information in the required detail for the years prior to 1957. 
Up to that year, the commodity breakdown was quite inadequate, For 
certain types of trucking (e.g., urban) no information on commodities 
hauled is available. The 1957 Dominion Bureau of Statistics report, 
"Motor Transport Traffic Statistics", has met several of the gaps, but 
further refinement and breakdown of statistics is desirable for the 
purpose of estimating total food transport costs. 


(2) Among the abundant Canadian rail statistics, there are only 
limited data of limited reliability on average haul per ton, and reve- 
nue per tonemile, for particular commodities. At present, the informa- 
tion is available only in the Annual Waybill Analysis of Carload 
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Traffic prepared by the Board of Transport Commissioners, based on a 1% 
sample of all carload traffic. 


(3) There is no data published on the commodities handled by air- 
lines. One of the difficulties is the fact that airlines do not record 
kinds and quantities of freight carried in "bulk transportation" or 
charter service. If airlines maintained such records, useful statistics 
could be obtained. 


The availability of traffic statistics from all carriers, by 
commodities, based on the Canadian Freight Commodity Statistics Classi- 
fication issued by the Railway Association of Canada, would greatly 
facilitate appraisals of shifts of traffic from one type of carrier to 
another. 


(4) Further, the incomplete shipping statistics might be improved 
so as to give reliable information about revenues and length of haul, 
by commodities. At the present time, even the tonnage figures fall 
short in adequacy and reliability. The loadings of a commodity in 
coastwise traffic frequently are entirely different from unloadings of 
the same commodity. 


(5) More details of the characteristics of individual urban cente 
res, particularly those of substantial size, would prove useful, It is 
impossible now to judge the volume of goods produced, entering and 
leaving major cities, or the costs of distributing goods within the 
cities. 


5e Conclusions 


le The total bill for transporting food produced and consumed in 
Canada increased from $109 million in 1949, to $245 million in 1957. 


Re Of the total amount, revenues collected by truckers accounted 
for $48 million in 1949, and $159 million in 1957. The trucking indus- 
try, therefore, collected a large and increasing share of the total 
food transport bill (excluding exports and imports). 


Be The volume of food handled by truckers (as measured by ton- 
miles) increased nearly 80%, partly as a result of a substantial shift 
in traffic from the railways. The ton-miles of domestic food handled 
by rail in 1957 were slightly less than in 1949. 


tie Between 1949 and 1957, railway freight rates in general in- 
creased by 79%. These increases were largely the indirect results of 
general inflationary pressures which boosted the railways! costs. Sub-e 
stantial competition from other carriers, particularly trucks, however, 
prevented the railways from raising their effective rates to the full 
extent authorized by the Board of Transport Commissioners. Average 
revenue per ton=-mile of food freight handled by rail increased by only 
43.1%. The average revenue per tonemile from certain products, 
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including butter, cheese, eggs, sugar beets, edible packinghouse prod- 
ucts, and fish, therefore, either did not rise during this period, or 
else rose less than the average revenue per tonemile from the hauling 
of food products in general. Even so, between 1949 and 1957 average 
revenue per ton-mile increased by a larger percentage than the consumer 
retail price index for food. 


58 Water transport of food in coastwise trade consists mainly of 
grain, principally wheat. Revenues from transport of grain for con- 
sumption as food in Canada bulged upwards in 1952/53, but were about 
the same in 1957 as in 1949. Average revenue per ton-mile increased 
only about 10% over the period. 


On Like water freight rates on food, air cargo rates increased 
less than rail or truck rates between 1949 and 1957. Traffic more than 
quadrupled. Larger revenues from transport of domestically produced 
and consumed food were earned by the airlines in 1957 ($5 million) than 
by coastal shipping companies. Air freight and air express services 
have proved most successful in supplying remote areas in the Canadian 
northland. 


ie One potential field for cost reduction is distribution of 
food products in urban areas. The bill for urban trucking of food was 
substantial in 1957, both in total amount (over $100 million) and as a 
proportion of the total transport cost. Any steps taken to lower costs 
in urban food trucking would have an impact on overall marketing costs. 
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APPENDIX A 


Sources of Data 


iy ida 2 


The chief sources of data used in the estimates of railway 
revenues from handling domestically produced and consumed food are: 
Dominion Bureau of Statistics, Railway Freight Traffic (annual publica- 
tion); and Shipping Report (an annual publication, used as the source 
of water exports and imports data, which are required for an adjustment 
to arrive at domestic rail shipments of food); and Board of Transport 
Commissioners for Canada, Annual Waybill Analysis of Carload Traffic. 


Ze Trucking 


The cost of transporting food products by truck is based on 
revenue collected by trucking firms from shippers, as reported in the 
D.eBeSe publication, Motor Transport Traffic Statistics. Only one or 
two years' data are available for each province, and there is no period 
of 12 months for which statistics for all provinces are published until 
the issue of the statistics for the year 1957. 


Prior to the publication of Motor Transport Traffic Statis- 
tics, Dominion Bureau of Statistics published Motor Carriers, Freight-— 
Passenger, but this latter publication contains no data relating to ag= 
ricultural products or animal products, and it is, therefore, impossible 
to use the publication in preparing total revenues from trucking food. 
The data in the publication are useful, however, to show something 
about the growth in truck traffic and changes in average revenue per 
ton=mile from 1949 to 1956. Because of the difficulty of collecting 
reliable data from so many truckers, many of them in and out of the 
business, the Dominion Bureau of Statistics stresses the limitations in 
even its latest series of publications, Motor Transport Traffic Statis- 
GCS « 


3 e Water 

D.B.Se, Grain Trade of Canada Reports, Reports of the Board 
of Grain Commissioners, and correspondence with coastal shipping firms 
and agencies. 


he Air Cargo 


Data were obtained from various scheduled and non-scheduled 
carriers and from Trans-Canada Airlines. 


140 


FOOD ADVERTISING EXPENDITURES, 1949-1957 


This study is limited to advertising expenditures by food re- 
tailers, merchant wholesalers, and manufacturers, as defined by the 
Dominion Bureau of Statistics. It has not been possible to include 
estimates of advertising costs of certain other mrketing institutions. 
The more noteworthy omissions are parent or head office advertising per- 
formed for wholesaling and manufacturing subsidiaries, and advertising 
expenditures by agents, brokers, voluntary chain headquarter offices, 
food trade associations, marketing boards and, to some extent, co-oper= 
ative wholesale assemblers. The carbonated beverages industry is in- 
cluded but segregated; the beer and liquor industries are excluded. 


It is difficult to obtain a precise definition of advertising 
expenditures, Advertising has been defined by one authority as "any 
paid form of non-personal presentation of goods, services, or ideas to 
a group by an identified sponsor", In making use of D.B.S. data on 
advertising expenditures we are confronted with the fact that sales pro- 
motion expenses are often included in the advertising account. If one 
were to follow the definition of Beckman et al, they would not be. They 
state: "Sales promotion includes those selling activities that supple- 
ment both advertising and personal selling, coordinate them, and render 
them more effective. It includes sampling, displays, demonstrations, 
and various kinds of non-recurrent selling effort." In estimates of 
advertising expenditures of manufacturers, one also encounters the fact 
that advertising allowances to wholesale and retail customers are in- 
cluded. It is difficult to ascertain to what extent these take the 
place of price discounts in contrast to being straightforward expendi- 
tures on advertising. 


Estimates of Advertising Expenditures, 1949 to 1957 


Advertising expenditures of the sectors of the food economy 
were calculated and added together to determine total food advertising 
expenditures in Canada, from 1949 through 1957. This section describes 
the procedures that were employed to calculate the advertising expendi- 
tures of each of the sectors. 


A, The Retail Sector - Independent Food Stores 


The Dominion Bureau of Statistics publishes biennially the oper- 
ating results of a sample of independent retailers, The ratios of adver- 
tising to net sales, by sales volume size class, were obtained over time 
for grocery stores, combination food stores, meat stores, fruit and vege- 
table stores and confectionery stores. Weighted ratios were computed by 
multiplying the number of stores in each sample by the average sales vol- 
ume in the given sales volume class, and then by multiplying this result 


1 T.N. Beckman, H.H. Maynard, and W.R. Davidson, Principles of Marketing, 
The Ronald Press, New York: 1957, pe. 408. 


2 Ibid. 
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by the advertising-toesales ratio in the given sales volume class, The 
advertising ratios for the remaining kinds of independent retailers 
(bakery, candy-nut, dairy products and fish markets) were derived by us- 
ing yearly aggregate advertising ratios of confectionery, meat, and 
fruit and vegetable stores, on the assumption that such ratios would be 
representative of these smaller-sized stores, 


The 1949-1957 sales volumes of independent food retailers, by 
kind of business, were estimated by using yearly D.B.S. sales volume 
statistics of independent food retailers (classed into grocery and 
combination stores and other food stores) and the 1951 Census of Mer- 
chandising (Volume VII, Table 13). Using the yearly sales volume data 
of D.B.S. to determine rates of change from 1949 through 1957, and us- 
ing the 1951 Census data to determine the per cent of sales volume by 
kind of business, the sales volumes for each Census kind cf independent 
food retailer were extrapolated for the years 1949 through 1957. These 
sales estimates are provided in Appendix Table A. 


Table 1 provides the estimated advertising expenditures of in- 
dependent food stores. These were estimated by applying the advertis- 
ing-to-sales ratios to the sales volume estimates. 


Be The Retail Sector - Corporate Chain Food Stores 


Essentially the same method was employed in calculating adver- 
tising expenditures by corporate chain food stores as was employed in 
calculating the advertising expenditures by independent food stores. 


Yearly weighted advertising ratios were estimated for chain 
combination stores, grocery stores, and meat stores from the biennial 
operating results sample surveys conducted by the Dominion Bureau of 
Statistics. 


The yearly sales volumes of each Census kind of corporate 
chain food retailer were extrapolated by using the yearly D.B.S. sales 
volume data of the given groups of corporate chain retailers (grocery 
and combination stores, and other food stores) to determine rates of 
change from 1949 through 1957, and by using the 1951 Census of Mer- 
chandising (Volume VII, Table 13) to estimate the per cent of sales 
volume by kind of business, These sales estimates are provided in 
Appendix Table B. 


The advertising ratios for the given groups of chain food re- 
tailers (combination stores, grocery stores and meat stores) were then 
multiplied by the appropriate sales volume estimates, to yield esti- 
mates of advertising expenditures, over time, for the three kinds of 
chain stores, 


Since none of the three available series of ratios seemed to 
represent the advertising ratios for the remaining six kinds of chain 
food stores, it was decided to estimate the remaining ratios as follows. 
First, the aggregate ratio of advertising to sales was calculated for the 
three given kinds of corporate chain stores. Second, a similar ratio was 
evolved for the same three kinds of stores in the independent retail food 
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sector. Finally, it was assumed that the overall relationship between 
the three kinds of chains and independent stores held for the remaining 
kinds of food stores; the advertising ratios for these remaining chain 
stores (bakery, candy-nut, confectionery, dairy, fish, and others) were 
derived by means of simple ratio calculations, 


Table 2 provides the estimated advertising expenditures of 
chain food stores obtained as indicated above, 


Ce. The Wholesale Sector - Food Merchant Wholesalers 


Advertising expenditures by food merchant wholesalers were cal- 
culated by multiplying estimated advertising-toesales ratios and estim- 
ated sales volumes, by kind of business establishment. 


The Dominion Bureau of Statistics publishes biennially the oper- 
ating results of a sample of food merchant wholesalers. The ratios of 
advertising to net sales were obtained, over time, for grocery wholesal- 
ers, fruit and vegetable wholesalers, and tobacco and confectionery 
wholesalers. The cost of catalogues were included in advertising ex- 
penditures. A 1954 study of advertising expenditures in Canada yielded 
an aggregate advertising ratio for meat, fish, poultry and dairy whole- 
sealers. 


The 1949-57 sales volumes of food merchant wholesalers, by kind 
of business, were estimated by using yearly D.B.S. sales volume statist- 
ics (index numbers for the years 1949-51) of fresh fruits and vegetables 
wholesalers, groceries and food specialties wholesalers and meat and 
dairy products wholesalers, Using the above sales volume data to deter- 
mine yearly rates of change, and using the 1950 Census of Distribution 
(Volume VIII, Table 3) to obtain information on percentage distribution, 
the sales volumes for each kind of food merchant wholesaler were extra- 
polated for the years 1949 through 1957. These sales estimates are pro- 
vided in Appendix Table C. 


It was then necessary to determine the advertising expenditures 
for those kinds of food merchant wholesalers for which no ratios were 
available. First, a weighted aggregate advertising-toesales ratio was 
determined from the above data for the fruit and vegetable, grocery, and 
tobacco and confectionery wholesalers, for each year, 1949 through 1957. 
Second, the 1954 advertising ratio for meat, fish, poultry and dairy 
wholesalers was extrapolated over time to hold the same relationship to 
the weighted aggregate ratios. Third, the yearly weighted aggregate 
ratios were assumed to be representative of the three remaining kinds of 
food merchant wholesalers, frozen and frosted food wholesalers, other 
products wholesalers, and produce wholesalers. 


A multiplication of the estimated ratios of the above business- 
es with their estimated sales volumes yielded the advertising expendi- 
tures data found in Table 3. 


1 Advertising Expenditures in Canada, 1954, Reference Paper No. 67, 


Dominion Bureau of Statistics, Ottawa, 1956, p. 14. 
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D. The Manufacturing Sector - Food Menufacturers 


Advertising expenditures by food manufacturers were calculated 
by multiplying estimated advertising-to-sales ratios with estimated 
sales volumes, by kind of business. 


The Dominion Bureau of Statistics provides no yearly estimates 
of advertising ratios of food manufacturers, but does provide yearly 
gross selling values of shipments, f.o.b. plant, in the food manufactur- 
ing sector. The selling values of shipments were assumed to be equival- 
ent to the sales volume of food manufacturers and are tabulated in 
Appendix Table D. 


The problem was to obtain estimates of advertising ratios, 

The only known instance that the Dominion Bureau of Statistics has att- 
empted to accumulate advertising ratios in the manufacturing sector was 
for the year 1954.~ The accumulated ratios covered all Census classes 
of food manufacturers except the fish processing and packing, processed 
cheese, animal oils, sausage and sausage casings, and carbonated bever- 
ages industries. The 1954 ratios for these industries were estimated, 
using as a guide, the industries. for which ratios were available. 


Since the ratio values were known or estimated for the year 
1954 only, the task was then to extrapolate advertising ratios for the 
other years under consideration. The assumption was made that the ad- 
vertising expenditures of food manufacturers had the same relative 
yearly movements as the combined retailer and wholesaler advertising 
costs. Using 1954 as the base year, an index of yearly movements of 
food manufacturers! advertising costs was determined. The 1954 adver~ 
tising ratios were multiplied by the index values to yield estimated 
advertising ratios, by kinds of food manufacturers, for the years 1949 
through 1957. The resultant ratios were then multiplied by the sales 
volume of food manufacturers, by industry origin, to give the estimates 
of advertising expenditures found in Tables 4 and 5. 


1 Advertising Expenditures in Canada, 1954, Reference Paper No. 67, 
Dominion Bureau of Statistics, Ottawa, 1956. 
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TABLE 4. ADVERTISING EXPENDITURES OF MANUFACTURERS OF FOOD 
PRODUCTS, BY PRODUCT GROUPS, 1954 


Product Group 


Biscuits 
Bread and Other Bakery Products 
Total Bakery Products 


Fish Processing and Packaging 
Fruit and Vegetable Preparations 
Total Canning and Processing 


Butter and Cheese 
Concentrated Milk Products 
Processed Cheese 
Ice Cream 

Total Dairy Products 


Animal Feed 

Flour Mills 

Prepared Breakfast Foods 
Total Grain Mill Products 


Animal Oils and Fats 

Sausage and Sausage Casings 

Slaughtering and Meat Packing 
Total Meat Products 


Confectionery 
Macaroni and Kindred Products 
Sugar Refining 
Miscellaneous Food Preparations 
Total, Other Food Products 
Total, excluding Carbonated Beverages 


Carbonated Beverages 


Total, including Carbonated Beverages 


1954 Expenditures 


($ thousand ) 


1,380 


25369 


4,966 


8,958 


5 033 


7,934 


3,897 


18,856 


49 y2h5 


51 ,613 
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TABLE 5, TOTAL ADVERTISING EXPENDITURES OF MANUFACTURERS 
OF FOOD PRODUCTS, 1949 TO 1957 


a 


Advertising Advertising 
Expenditures Costs as Per 
Year (excluding Carbonated Beverages) Cent of Sales 


($ thousand ) % 


1949 16,105 07h 
1950 199774 072 
195k 255970 e839 
19de Bere te! 1.00 
Lo 40,889 Aes: 
1954 L9 4245 1.54 
1955 60 ,064 1.87 
1956 Upspee 2.18 


LOD 87,652 ele 
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AGGREGATE COSTS OF COLD STORAGE OF FOOD PRODUCTS 


The purpose of the study was to determine the changes in 
physical volume and total costs of cold storage operations as they ap- 
plied to the domestic sales of the following food products: 


Meats (frozen) (including beef, pork, veal, 
mutton and lamb, and poultry); 

Dairy Products (butter and cheese); 

Fruits (frozen); 

Vegetables (frozen); 

Eggs (fresh and frozen); 

Apples (fresh) ; 

Fish. 


Sales of frozen food in consumer packages have been increasing rapidly, 
but at the time of this study, theyconstituted still only a small part 
of the sales of any product. On the other hand, storage operations, 
which are carried on by the trade to correlate production and consume 
tion, have long been an established function of food merchandisinge 
The cost estimates which follow apply to cold storage operations be- 
tween the original producer and the retailer. 


Canada has had a Cold Storage Act since 1907 which has pro- 
vided for a subsidy to aid in the construction and equipping of cold 
storage warehouses. Originally, the Act allowed subsidies up to 30% of 
the approved cost of construction and equipping cold storage warehouses. 
In 1952, the amount was increased to 33-1/3%. In February, 1958, regu- 
lations were changed to make the subsidy the lesser of 33~1/3% of the 
cost of construction and equipment, or $50,000. As a condition of re# 
ceiving the subsidy, the warehouse firm has to accept maximum tariffs, 
as set by Order-ine-Council. The extent of the subsidy program between 
1907 and 1958 is indicated in the summary given in Table l. 


Without a detailed study of the industry, it was not possible 
to determine the effect of the subsidy upon rates charged and, there- 
fore, upon storage costs, In general, however, the rates would tend to 
be lower, to the extent of interest and depreciation costs on about 
one-third of the investment in cold storage facilities in Canada, pro- 
vided that a reasonable degree of competition exists. Thus, part of 
the real cost of cold storage (i.e., the effect of the subsidy on rates) 
has been excluded from the estimates presented here by using competi- 
tive rates applied to the volume stored, 


Estimates of the aggregate costs of freezing and storing the 
commodities specified for each of the years, 1949 to 1957, are given in 
Table 2, The sources of data and methods used in arriving at these es- 
timates are contained in Appendix A. In Table 3, the estimates of ag- 
gregate costs are shown as indexes. 


Table 4 contains index numbers of the rates applied to estim~ 
ated quantities handled and frozen, Table 5 also presents in index 
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number form the rates for storage applied to estimated storage volume - 
this being a composite of the factors of quantity and time period held. 


No account is taken in these estimates of storage costs of 
the Price Support Program. Appendix B contains a statement of these 
costSe 


TABLE 1. COLD STORAGE WAREHOUSE SUBSIDIES AND GRANTS, 
1907 TO MARCH 31, 1958 


Total 
Refrigerated Approved 
Number Space Total Approved 
Province Given Involved Cost Subsid 
(thousand ($ thousand) ($ thousand) 
cue Ft.) 
Subsidy - 30% of Approved Expenditure 

P.Eelo 9 291 191 57 
NeSo 21 4,987 4,010 1,194 
NoBe 8 1 5k5 1,030 309 
Que. Sil 2,073 2305 602 
Onte 59 9,138 65 a: LGer 
Mane 8 Bilis 2,160 648 
Saske 20 630 737 221 
Alta. a 625 476 142 
B.C. 66 22,625 9,400 2,280 

Total 224 45,050 26 5129 7,820 

Subsidy ~ 33-1/3% of Approved Expenditure 

Nflde 2 Lk 200 67 
P.Eele 2 47 117 39 
NeSe 2 10 39 1B 
NeBe 5 330 776 209 
Queée 26 3,504 3,216 1,072 
Onte 25 4,164 4,562 1,503 
Mane Z 19 64 21 
Saske B 542 1,025 3h,2 
Alta. 4 823 1,678 559 
BeCe 6 64,0 O At 

Total 18 10,122 Ley OL, 3,988 


Source: Canada Department of Agriculture, Marketing Service, Transpor- 
tation and Storage Sectione 
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APPENDIX A 


Methods and Sources of Data 


le General 


Estimates of aggregate costs of cold and cool storage of 
Canadian-produced foods for domestic consumption were calculated from a 
series of components, The estimated total costs include not only those 
of holding food in storage, but also the costs of handling and freez- 
ing. The component statistics required were: 


(a) Quantities (i) For storage = Quantities 
and time for which stored; 


(ii) For handling and freezing - 
Quantities put into storage 
and through the freezing 
Processes 


(b) Rates Charged (i) For storage; 
(ii) For handling and freezing. 


Additional to the foregoing was a requirement that the esti~ 
mates of aggregate cost be limited to those for products of Canadian 
origin utilized in the domestic market. 


Basic physical data on the storage, movement, freezing and 
foreign trade in products were obtained from monthly and annual publi~ 
cations of the Dominion Bureau of Statistics, The publications were 
the monthly and annual reports on "Stocks of Food Commodities in Cold 
Storage and Other Warehouses", the reports "Trade of Canada, Exports" 
and "Trade of Canada, Imports", "The Fruit and Vegetable Preparations 
Industry" and "Fish Freezings and Stocks", 


22 Total Storage Volume 


For purposes of calculating the total cost of storing, it was 
assumed that the amount in store at the beginning of each month was 
held for one month, By adding the stocks reported for each month, es- 
timates of the total amount stored for each year were obtained. This 
aggregate volume was expressed in pound-months for each product. The 
cost of holding these stocks was then calculated by multiplying the 
total annual volume by the storage rate applicable, and expressed in 
dollars per pound-month. The derivation of these rates is referred to 


in a later paragraph. 


82479—12% 
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3. Handling and Freezing Volume 


The preparation of estimates of total costs of handling and 
freezing presented greater difficulties than for storage costs, The 
difficulties arose primarily because of lack of basic statistical data 
for several products. Referring to the cold storage statistics cole 
lected by the Dominion Bureau of Statistics, three situations were en= 
countered, into which commodities fell in the following categories: 


Category 1.e Commodities for which statistics of 
in-and-out-of-storage movements 
(freezings) were available, 


Category 2. Commodities for which the abovee 
mentioned statistics were not availe 
able, but which were characterized 
by a marked seasonal pattern into 
and out of storagee 


Category 3. Commodities for which the statistics 
of in-and-out-of-storage movements 
were not available and which were 
not characterized by a seasonal pate 
terne 


Category 1 included frozen fruits, frozen vegetables, and 
fish. No problems in estimating were involved in these because ineand- 
out-of-storage movement and freezing statistics were available. 


In Category 2, were products for which the required statis-~ 
tics were not available, but in which there were marked seasonal store 
age patterns, These comprised eggs, butter, cheese, and apples, 


Category 3 proved the most troublesome because within it fell 
meat products, including poultry meat. Unsuccessful attempts were made 
to obtain data on the quantity of meat and poultry products handled 
and frozen through a special survey. 


For products in Category 2, it had to be assumed that the 
total amount placed in storage would be the sum of the increments in 
the amount reported in cold storage on the first of each month over 
that reported in store on the first of the previous month, less net exe 
ports, (exports minus imports). The same procedure finally had to be 
applied to the meat and poultry meat items in Category 3, but it was 
recognized that for these products, the method would yield at best only 
a minimum figure for meat handling and freezing costs. The method ob- 
viously would not take into account offsetting in-and-out movements 
occurring within each month. 


Having thus obtained estimates of total quantities for each 


163 


of the products as described in the foregoing, these quantities were 
multiplied by a weighted average cost of handling and/or freezing at 
the principal storage points in Canada. 


Ke Tariffs (Storage, Handling and Freezing Rates 


The tariffs were obtained from: (1) the files of the Trans- 
portation, Storage and Retail Section, Marketing Service, Canada De- 
partment of Agriculture, which administers the Cold Storage Act; (2) 
from published tariffs of the National Harbour Board Cold Storage Ware- 
houses, These tariffs applied to principal warehouses in Canada and a 
weighted average was calculated for each product based upon the volume 
of storage in various locations in Canada. The weights used were de~ 
termined from quantities handled, and are set out hereunder: 


WEIGHTS USED IN DERIVING COLD STORAGE TARIFFS 


Meat Butter Cheese Fruit Vegetables Eggs Apples Fish 


Vancouver 2 Pa aL al 

Winnipeg 2 A fe 05 a: 1 2 

Toronto as 1,00 350 Es 3 uk i 

Montreal il 1.00 3,0 3 3 1 1 

Quebec “ 1.00 340 3 3 1 

Halifax 1 075 Pe) 1 i 1 mf a) 
APPENDIX B 


Storage in Price Support Programs 


The aggregate costs shown in Table 2 do not take into account 
the effect of the price support programs, which include storage incurred 
in whole or in part as a cost to the government. The following is a 
tabulation of storage costs incurred in price support programs, It 
would not be valid to subtract these costs from the calculated annual 
storage costs for each product to obtain the portion entering into price 
spread because (1) the storage costs of price support apply to a program, 
rather than to any specific year, and (2) the programs have included ex~ 
port sales, against which should be charged a portion of the storage 


costs incurred in the price support programs. 
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STORAGE COSTS IN PRICE SUPPORT PROGRAMS 


Year of Production 
to which Program 


Related Butter Cheese Eggs Fowl Apples 
(dollars) 


1951 168,025 

1952 919, 235 32,071 32,071 

1953 994,905 

195k, 1,940,673 62,942 5,683 
1955 1,835,585 1,132 

1956 1,918,068 1,792 

1957 166,006 315,395 15,833 


MEAT « 1952 PROGRAM AND SUBSEQUENT STORAGE COSTS 


Canned Pork $ 8,434 
Pork Cuts 2555999 
Beef U.K. 11,736 
Bone-in Beef Sgets 
Boneless Beef LOOsI ET 
Live Cattle (Regina) 32,886 
Offals 428 
N.Z. Beef Storage 982,877 

339,788 


Beef Sold to Greece 17,488 
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EXPENDITURES ON PACKAGING MATERIALS AND CONTAINERS IN 
THE FOOD MANUFACTURING INDUSTRY, 1949-1957 


This study presents estimates from 1949 through 1957 of pack- 
aging material and container expenditures in the food manufacturing 
sector of the Canadian economy, as defined by the Dominion Bureau of 
Statistics. The Carbonated Beverages industry is included, but segreg- 
ated; the Beer and Liquor industries are excluded. 


This study includes estimates of the cost of packaging materi- 
als and containers only. It was not possible to estimate other costs 
of packaging such as labour, machinery, depreciation and overhead con- 
tribution. The estimates presented here include packaging material and 
container expenditures of packaged food products for export as well as 
for the domestic market. 


The data were drawn from annual D.8.S. reports on the various 
groups in the Foods and Beverages industry for the years 1949 to 1957. 


Results 


Addition of the costs of the various types of packaging 
materials and containers used in the Foods and Beverages industry 
yielded totals for the years 1949-57, by kind of food manufacturing 
business in current dollars (Table 1). The cost of packaging materials 
and containers increased from $147.6 million in 1949 to $254.2 million 
in 1957, an increase of 83%.~ (If the carbonated beverages group is ex- 
cluded, the increase is 84%.) 


No acceptable food container price index was available to 
determine the extent of real increase in packaging costs. However, an 
attempt was made to remove the effect of price increases by deflating 
with the D.B.S. general index of wholesale prices. The results are 
given in Table 2. Real costs of packaging materials and containers 
increased from $147.6 million in 1949 to $235.4 million in 1957, an in- 
crease of 59%. (If the carbonated beverages group is excluded, the 
increase is 61%.) 


The increase in the aggregate real costs of packaging materi- 
als and containers was due to an increase in the quantity of food pro- 
cessed as well as to increases in the amount of packaging per unit of 
food. Taking the data in Table 2 and adjusting for increases in output 
by using the D.B.S. Indexes of Industrial Production, the increases in 
the amount of packaging per unit of food provided in the third colum 
of Table 3 were obtained. The average increase for the foods industry 


1 The totals given here differ from those given in Part IV of Volume II. 
The differences are accounted for by the exclusion there of the cost 
of packaging materials and containers for certain groups such as 
carbonated beverages and for products destined for export. 
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as & whole was 20% over the period 1949 to 1957. 


From the results in Tables 1, 2 and 3, it will be noted 
that price inflation and increases in processed food output have 
played major roles in increasing the costs of food packaging materials 
and containers. However, even when the effects of price increases and 
output are discounted, the real cost of packaging a unit of food pro- 
duct has increased from 1949 to 1957. 


Table 3 gives the per cent changes for expenditures on pack- 
aging materials and containers from 1949 to 1957, by food industry 
sectors. The Bakery Products and Other Food Products groups had the 
greatest increases in the amount of packaging per unit of food. As 
Table 3 notes, there has been a real increase of 56.3% in the packag- 
ing of bakery products between the years 1949 and 1957. In purchasing 
bakery items, the consumer is really buying eye appeal and freshness. 
She is in the market for a relatively small quantity purchase at any 
given time. This convenience-of=purchase factor, coupled with the 
tendency to buy "ready-to-eat" bakery goods, has resulted in the use 
of a greater amount of packaging material per unit. Plain and fancy 
soda biscuits have been handled in consumer-sized packages previous to 
the last decade. There is little doubt, however, that biscuits are 
now being packaged with better quality and more materials and contain- 
ers to ensure freshness and sales appeal than ten years ago. In the 
same manner, while wrapped bread has been on the market well over a 
decade, more advanced bread wrapping materials are in use. It is 
noted from Table 1 that all ot the packaging materials in the Bakery 
Products industry have enjoyed increased use; cellophane and other 
visual flexible materials seem to have made the biggest gains. The 
increased use ot cellophane and other flexible plastics, such as 
polyethylene, are understated because the unit cost of cellophane and 
polyethylene materials have declined in the past decade, rather than 
increased. 


In the Other Food Products group, the main subgroup is the 
Miscellaneous Food Preparations industry. Some of the principal pro- 
ducts in this industry have characteristics that allow them to capital- 
ize on the growing trend of "built-in maid services" or greater 
convenience packaging (fillings, powders, mixes); others have witnessed 
more elaborate convenience packaging, either in variations of packaging 
sizes or in higher quality materials (margarine, potato chips, salad 
dressings); also, a great many of these products are being packaged, 
branded and sold by retail chains'and large wholesale organizations. 

It appears that the advent of television and the increased importance 
of home entertainment have popularized miscellaneous food products 
when put in more convenient package forms and sizes. Another casual 
factor dictating the use of more elaborate packaging may be the in- 
creasing competition amongst processors for retail shelf space, 


While expenditures for the packaging of grain mill products 


1 "Film Packages", Modern Packaging, June, 1957, pe lls. 
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per unit of product have declined, the packaging costs of breakfast 
foods have increased since 1949. (See Table 1 for the relative in- 
creases in current dollars.) One striking trend in cereal packaging 
has been the proliferation of sizes, especially at either extreme of 
the scale, Cereal package sizes are getting larger, supposedly to 
conform to the increasing number of larger size families and the tend- 
ency of the shopper to make fewer trips to the store; and packages 
are also getting smaller to permit the purchase of several variety 
type packages to meet the differing preferences of members of the 
household. In addition, cereal packages are becoming more colourful; 
today the package is printed in four or five colours instead of the 
two or three of a decade ago. This is to allow for greater eye appeal 
on the shelf, as most packages picture the product usually in con- 
junction with the fruit.~ 


Appendix Table D to the document on "Food Advertising 
Expenditures, 1949~57" presents the gross selling value of shipments, 
f.o.b. plant, of the food manufacturing sector, by industry group. 
Table 4 is the result of dividing the data found in Table 1 on the 
cost of food packaging materials and containers by the data found in 
Appendix Table D to the study of advertising expenditures. Table 4 
presents the per cent of the given industry's sales dollar that is 
absorbed by costs of packaging materials and containers. Packaging 
costs have been increasing at a slightly greater rate than sales volume, 
Stated differently, expenditures on packaging materials and containers 
accounted for a greater share of the sales dollar in 1957 than they 
did in 1949 -- 7.1¢ of the dollar in 1957 compared to 6.4¢ of the 
dollar in 1949. 


Generally, the rétios of packaging materials and containers 
cost to sales exhibits stability over the period. The per cent range 
is from 2% - 3% for Meat Products to 15% - 19% for Canning and Process- 
ing. The range is even greater when the individual subgroups are con- 
sidered separately. About 25¢ of every sales dollar is spent for 
packaging materials in the Fruit and Vegetable Preparation industry. 
Generally, it cen be said that a greater per cent of the sales dollar 
is devoted to packaging by the manufacturer when the food product is 
sold to the ultimate consumer in the same package, 


While the ratio of packaging materials costs to sales is 
relatively stable over the period under study, there are some except- 
ions to this generalization. The ratios for Biscuits and Processed 
Cheese have increased considerably; in fact, in both cases the ratios 
have almost doubled. 


1 "Those Changing Cereal Packages", Packaging Trade, October, 1957, 
p. 56, Haywood Publishing Co., Chicago, Illinois. 


e ibid. 
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FARM COMMODITY PRICE SPREAD STUDIES 
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INDIVIDUAL COMMODITIES - INCOME, EXPENDITURE AND CONSUMPTION 


The commodities studied were selected on the basis of their 
importance to primary producers and consumers in general across Canada, 
or in particular localities, The importance of these commodities is 
set out here in relation to farm income, consumer expenditures, and per 
capita consumption of all foods. 


Table 1 shows income from the sale of selected agricultural 
commodities as percentage of total cash income from the sale of farm 
products. The commodities (or commodity groups) listed are those for 
which individual commodity studies were carried out. It should be not- 
ed, however, that the commodity studies frequently had to be restricted 
to only one class or grade. Over the period 1949-57, the commodities 
and commodity groups listed in Table 1 accounted for 83.4% of total 
cash income from farm products. Some of this, of course, represented 
sales that were destined for export. Of the whole group, wheat has 
been the largest single contributor to farm income, followed by cattle 
and calves, dairy products, hogs, and poultry and eggs. These major 
commodities accounted for 77.2% of total cash farm income. The remain- 
der of 6.2% represented income from the sale of potatoes, vegetables, 
fruits, sugar beets, and maple products. If we exclude income from 
those vegetables and fruit that were not included in our commodity 
studies, then farm cash income of the latter group will drop to less 
than hf. 


The importance of selected commodities to consumers can be 
indicated by referring to Tables 2 and 3. 


Table 2 illustrates the distribution of the food dollar spent 
by an urban family on food consumed at home.t Among the food products 
purchased by consumers are those which were included in the commodity 
studies conducted by the Commission. These are indicated by capital 
letters in Table 2. The selected products accounted for an average of 
about 57% of food expenditures for the four surveys. Their importance 
increases considerably when compared with expenditure on food of Cana- 
dian farm origin. Our estimates show that over the period 1949-57, the 
expenditures on selected products represented about 72% of total expen- 
diture on food consumed at home, and being of Canadian farm origin. 


Commodities which accounted for major portions of farm income 
accounted also for major portions of consumer expenditures on food, but 
their order of importance changed. Table 2 shows that over the period 
under study, families allocated their expenditure on major groups of 
food in relatively stable proportions, spending 24.7% on meat, 17.7% on 
dairy products, 8.1% on poultry and eggs, 12.6% on cereals and bakery 
products, 9.4% on vegetables, 8.7% on fruit, 0.7% on frozen foods, 13.9% 
on general groceries, 1.6% on fats and oils, and 2.6% on fish. 


1 Food purchased and eaten away from home is not included in these 
estimatese 
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Table 3 shows that over the period 1949-57, average annual 
per capita consumption of selected products, as measured at retail, 
has been about 1,055 pounds. This represented 74% of total food con- 
sumed per person annually. In terms of quantity consumed, fluid milk 
and cream have taken first place, followed by potatoes, wheat flour, 
meats, refined sugar, etco 


The averages of farm income, food expenditure, and per capita 
consumption as shown in Tables 1, 2 and 3 differ to some extent from 
those given in Part V of Volume II of the Report. The main reason is 
the difference in the length of the period taken for calculation of 
these estimates. The estimates presented in Tables 1, 2 and 3 referred 
to here are all based on the same period, 1949-57, whereas in Volume II 
different time periods are taken for the individual commodities. 
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AVERAGE URBAN FAMILY FOOD EXPENDITURES, CANADA, 1948/49 


1953, 1955 AND 19572 (PATTERNS OF THE DISTRIBUTION OF 


THE FOOD DOLLAR ON FOOD CONSUMED AT HOME) . 


1948/49 ND 


Meats een 
BEEF ALORS} 
PORK 8.6 
Other 6.3 

Dairy Products 16e3 
FRESH MILK, Cream 

and Buttermilk 10.0 
CANNED and Powdered Milk 8 
CHEESE, All Kinds Vek 
BUTTER Deg 
Ice Cream ee 

Poultry and Eggs 8.1 
POULTRY ory ae 
EGGS hed 

Cereals and Bakery Products 11.7 
FLOUR o9 
BREAD oS) 
Breakfast Cereals A) 
Other Bakery and Cereal 

Products hol 

Vegetables 10.1 
POTATOES Pea 
Tomatoes dress 
Other Fresh Vegetables Ss) 
CANNED TOMATORS® AS) 
CANNED PEAS of 
Other Canned and Dried 

Vegetables 126 

Fruit 10.5 
APPLES Led 
Other Fresh Fruit bei 
CANNED PEACHES AE. 
Canned Fruit Juice 28 
Other Canned and Dried Fruit 1.6 
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L-Year 
99 1957 Average 
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TABLE 2. AVERAGE URBAN FAMILY FOOD EXPENDITURES, CANADA, 1948/49, 
1953, 1955 AND 19572 (PATTERNS OF THE DISTRIBUTION OF 
THE FOOD DOLLAR ON FOOD CONSUMED AT HOME) « (Cont'd. ) 


heYear 
1948/49 lbp ie) 1955 1957 Average 


(per cent) 

Frozen Foods Nee 0D Pea e TO o7 
Frozen Fruit ~ 03 aS Ab oo 
Frozen Vegetables o o2 03 03 Ae 
Other Frozen Foods® ~ - oo oe 52 

General Groceries 1 ae ee 156 1355 1329 
SUGAR Pa Ps eb IBZ LAS) DaAS 
Soup ) uC /h L638! Aly Lala iyb 
Baby Food 6 o9 9 
Other Groceries) 706 11.8 12.1 967 1009 

Fats and Oils® P10) es LAS He Le2 2.6 
Margarine ) we 9 ay) 05 y 
Other Fats and Oils) ° 9 LeO at 1e 

FISH 209 Drs 7/ ee 2ok 260 


Total Food Consumed at Home 100.0 NOOLO; 200.0 100.0 100.0 


a Adapted from D.B.S., Urban Family Food Expenditure Surveys for 1948/ 
19g 999527) and 1957. 


b 1948/49 Survey takes poultry and game together. 


ec For 1948/49 includes tomato juice; in later years tomato juice is 
included with other canned and dried vegetables. 


d 1957 Survey excludes frozen fish; in that year frozen fish are in- 
cluded with fish, and amount to 0.3% of total food consumed at home. 


e Excluding butter, which is included with dairy products. 
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BEEF 


Price Spreads on Beef Produced and Sold in Canada, 
and the Main Marketing Influences Thereon 


1. Characteristics of Cattle and Beef Affecting their Price and Cost 
of Marketing 


Beef cattle leave the farm, ranch or feedlot alive, and usual- 
ly by truck in the first instance except for farm kill, for farm use 
and peddling.+ They may continue by truck or rail transport to a coun- 
try auction, packing plant, public stockyards or to the United States 
or to a Canadian port for overseas export. Where cattle are marketed 
by rail, they are usually picked up by truck at the farm and transporte 
ed to the loading station. Sometimes, particularly in western Canada, 
cattle are driven on the hoof to the railroad shipping point. 


Since most cattle are purchased on a delivered basis, the ex- 
pense of transporting the livestock from the farm is a direct charge 
against the farmer, The weight ticket may be issued at a country point, 
an auction, a public stockyard, or a packing plant. Therefore, there 
is also part of the costs of shrinkage and bruising in transit to be 
borne by the producer. 


There are now about 112 cattle auctions operating at country 
points in Canada -— about 68 in eastern Canada and about 4) in western 
Canadae~ In 1948 there were less than 20 altogether. Figures are not 
available on the volume of sales at these community auctions, but it 
has increased rapidly. Livestock sold at country auction move on to a 
public stockyard for resale or to a packing plant or back to the coun- 
try for feeding or to exporte 


Of cattle sales in 1957, (other than at country auction for 
feeding) about 63% were offered on public stockyards, about 32% were 
delivered directly from the country to packing plants, and the remain- 
ing 5% went directly for export. In a general way, the pattern of pri- 
ces is established at the ]1 public stockyards e# the bulk of the cattle 


1 Farm-Consumed Cattle, Canada 194857, thousand head 


DOL WIIE PAL SOMOS ES LIF 20 953 195 1955 M1956" 1957 
W106 11503 Oke 81le7 93e4 121.5 L4yho1 143.8 lhhol 158.6 


Source: D.B.S. estimates. 
2 Not including one-day auction sales such as 4H Calf Club sales. 


3 Unless the rail shipment of such feeder cattle happens to stop at a 
public stockyard on through billing from one province to another. 
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are offered for sale there, all of the regular buyers are represented 
there, and official stockyard market reports are issued. Prices deter- 
mined at country auction and for direct deliveries are related to these 
stockyard quotations. There has been a slight decline in recent years, 
however, in the proportion of cattle sold through public stockyards, 

and so the influence of the stockyards on price setting may have lessen= 
ed. Since 1950, all of the public stockyards except Toronto have adopt 
ed the auction method of selling cattle. 


The buyers of beef cattle represent several interests - in- 
spected packing plants, approved abattoirs, local butchers, feeder buy- 
ers (farm and feedlot operators) and U.S. importers. At the largest 
public stockyard, Toronto, during the first part of the week when re- 
ceipts are heaviest, there are approximately 25 actual cattle buyers in 
the cattle alleys. On this market only limited numbers of slaughter 
cattle are bought on order, i.e., purchased for shipment to packing 
plants in eastern Canada or in the United States. On the other hand, a 
large number of feeder cattle (including calves) are sold each year on 
the Torento market and shipped to numerous feedlots throughout Ontario. 
Some feedlot operators and farmers come in to select their requirements, 
but the bulk of the 100,000 feeders are purchased on order. 


At a large western market like Calgary a sizeable percentage 
of the slaughter cattle are purchased for shipment either to the west 
coast, eastern Canada or to the United States. Facking plants from the 
south, west and the east place orders to buy with either the commission 
firms or the order buyers operating on the market. Whereas, in Toronto, 
the individual buyer generally represents one specific firm, in Calgary 
an order buyer may be actually purchasing for several different packers. 


Beef cattle are usually marketed when they approximate a cer- 
tain weight and degree of finish. There is some latitude with respect 
to the finish for slaughter cattle, but heavy steers (over 1,150 
pounds) and heavy heifers (over 900 pounds) may be sharply discounted 
in price. The bulk of the cows are marketed at the end of the milk- 
production or grazing season. Bull marketings are heaviest in summer 
and autumn. Feeder cattle move to market towards the end of the graze 
ing season. Occasionally, during periods of heavy marketings, the pro- 
ducer has to hold cattle back from delivery to stockyards and packing 
plants. 


Live cattle are not graded officially; the estimated yield 
and official carcass grade are the main factors in establishing the 
price of a particular animal. Daily price quotations are reported on 
the public stockyards for four unofficial grades cf steers and heifers 
- Choice, Good, Medium and Common - and for four unofficial grades of 
cows — Good, Medium, Common, Canners and Cutters. 


Beef cattle, excluding feeders, are usually slaughtered with- 
in a few days of leaving the farm. Occasionally, the slaughtering is 
done by one firm and the cutting and processing by another. Beef goes 
from the packer to retailer mostly as carcasses, although there is a 
trend towards more cutting in the abattoir. 
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There is a quickening interest in the sale of cattle on the 
basis of dressed weight and official rail grade, particularly for the 
top two grades of cattle. The number of sales so handled has been in- 
creasing. For example, the buyer may agree to pay $ X per cwt. alive 
with the seller guaranteeing that the cattle will yield Y per cent car- 
cass weight and officially grade all Red Brand (Choice). 


The Health of Animals Division of the Canada Department of Ag» 
riculture provides a free meat inspection service at packing plants that 
are under federal inspection. There are 56 inspected plants across the 
country. All edible meat and meat products from these plants carry the 
legend mark indicating that they have been prepared according to federal 
requirements. 


The Livestock Division of the Canada Department of Agriculture 
also provides a free beef grading service. Official graders are avail- 
able at each plant under federal inspection to grade (upon request by 
the packer) beef carcasses. Since 1929, all beef slaughtered at inspec- 
ted plants has been graded in accordance with the federal grades. The 
official grades for beef carcasses, their description in terms of equi- 
valent live animal, and the percentage of total inspected slaughterings 
falling in each grade in 1949 and 1958 are shown in Table 1. 


The bulk of the beef sold in fresh form over the retail coun- 
ter comes from the top four carcass grades - Choice, Good, Standard, and 
Commercial Classes 1 and 2. In addition, nearly all of the Utility 
Classes 1 and 2 are also sold unprocessed. Virtually all of the Manu- 
facturing and Bull grades of beef are merchandised in processed form 
(canned meats, bologna, frankfurters etc.) 


There has been a shift over the last decade towards a higher 
proportion of Choice (ieee, Red Brand) and Good (i.e., Blue Brand) car- 
casses. In 1949, Red and Blue carcasses combined accounted for about 
18.7% of inspected slaughterings. In 1958, however, these two top 
grades of carcasses accounted for about 40.2% of inspected slaughterings. 


Beef, like other fresh meat, is a perishable product unless 
chilled, frozen or processed. Meat men have an expression which points 
up the urgency in their operations - "You either sell it or smell it". 
Beef requires careful handling, and is subject to shrinkage (dehydra~ 
tion) and discoloration, as well as to deterioration. These character- 
istics call for either rapid turnover of fresh beef or else regulated 
refrigeration and careful packaginge+ Safeway stores advertised it 
this way: 


1 Mr. Thomas G, McCormack, president of Dominion Stores Ltd., has been 
reported (in Canadian Grocer, Dec. 20, 1958, p. 2) as saying that the 
average annual turnover of meat (in Supermarkets) is 175 times, come 
pared with vegetables 225, frozen foods 45, Seg de 30, and none 
foods 13 times. 


2 Advertisement in Winnipeg Free Press, Sat. Nov. 29, 1958, "Meat Dept. 
Manager Plays Key Role in Supermarket", 
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"The latest innovation in the handling of fresh meats 
gives a guarantee of refrigeration at all times. Direct 
from the Packers to a walk-in cooler, it moves next into 
a refrigerated cutting room. In this spotlessly clean 
area it is cut, trinmed, prepared and placed on platters 
and trays ready for wrapping. Next through a refrigerat- 
ed trough to wrapping and weighing stations and finally 
to the refrigerated display case," 


TABLE 1, OFFICIAL GRADES FOR BEEF CARCASSES, DESCRIPTION IN 
TERMS OF LIVE CATTLE, AND PROPORTION OF INSPECTED 
KILL IN EACH GRADE, CANADA, 1949 AND 1958. 


Description in Terms % of Kill 
Official Grade of Live Cattle Lo 1958 
Choice Choice steers & heifers 604 DIESE: 
Good Good steers & heifers 1238 1661 
Standard Top Medium steers & heifers) 9.0 
Commercial ~ Class 1 Low Medium steers & heifers) ery 
28.5 
- Class 2 Good & Medium young cows of) 1.8 
beef type ) 
- Class 3 Carcasses overfat for above) 0.3 
grades ) 
Ueadi ty: m= Class-l Common steers, heifers & ) 97 3.8 
young cows ) 
» Class 2 Good & top Medium mature ) 11.9 LOST. 
cows ) 
- Class 3 Low Medium & Common mature ) 9.26 8.3 
cows ) 
Manufacturing Cutter & Canner cows, "boner" 16.6 143 
steers & heifers 
Bulls Bulls 5-0 329 
100.0 100.0 


Source: Canada Department of Agriculture, annual Livestock Market Re- 
view, Ottawa. 


Under special circumstances, the tenderness of beef may improve with 
keeping, but enough shrinkage and waste result to limit this kind of 
beef to the luxury restaurant trade. 


Beef is a heavy product and requires a lot of manhandling. 


193 


2. General Disposition of the Supply 


Cattle numbers on farms and beef production and prices are 
characterized by a cyclical pattern of behaviour with an average cycle 
duration of about 12 years.l This is clearly visible in Chart 1. When 
cattle marketings are in their upward phase of the cycle, prices are in 
their downward phase, and vice versa, The Commission's decade of study 
1949=58 does not comprise a full cycle and, therefore, comparisons and 
conclusions over this period must be made with great caution. The year 
1957 marked the turning point from the upward phase of the last cattle 
population cycle to the downward phase of the next cycle. The preced- 
ing peak in numbers was in 1945, which means that the latest cycle has 
had a duration of about 12 years. The previous cattle population cycle 
extended over the lleyear period 193h#45. 


In attempting to describe the general disposition of the supe 
ply of beef, it is necessary to include in the period of study at least 
the last full cattle population cycle. In order to say something reli-« 
able about trends in disposition at least the last two population 
cycles should be compared. This is done in Table 2; the table con- 
tains comparable numbers of exported and domestically slaughtered 
cattle, dressed weight of slaughterings, imports, exports, and changes 
in eters of beef, and beef consumption in Canada, for the last two 
cyclese 


There is another influence on beef prices and consumption 
which must be mentioned here - the substitutability of beef and pork in 
the consumer's food budget. When pork prices are low relative to beef 
prices, consumers tend to eat more pork and less beef, and when pork 
prices are high relative to beef, consumers tend to eat more beef and 
tess pork. Since pork production and prices are also subject to cycles, 
this matter of substitutability of beef and pork is important. 


Table 2 suggests that there has been an upward trend in the 
numbers of live beef cattle exported in the last 25 years. Although 
the increase in exports of young cattle has been prominent, there has 
been a more than compensating decline in exports of live cattle of over 
700 pounds in weight. In other words, the total weight of live beef 
cattle exports has declined over the last two cattle population cycles. 


1 When cattle numbers on farms are lagged in comparison with average 
value per head over the last four decades, the closest inverse core 
relation results from an lleyear lag. 


2 In view of the fact that the 1934-45 cycle included some years of 
drought, depression and war, it would be better to compare the last 
three cattle population cycles, but deficiencies in data make this 
unfeasible. 


3 The first of these two cycles should begin with 1934, but the com- 
parable figures for that year are not available. The omission is 
not serious, however, because the cattle population in 1935 was not 
much lower than in 1934. 


82479—14% 
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CHART 1. NUMBER OF CATTLE AND CALVES ON FARMS 
10 


IN CANADA AS AT JUNE 15T, 1906 TO 1958 


Million 
Head _ 
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Table 2 shows that there has been a definite upward trend in 
the number of cattle slaughtered domestically from an average annual 
cold carcass weight of 733 million pounds over the 1935-45 cattle popu- 
lation cycle to 999 million pounds over the 1945-57 cycle. Concurrent- 
ly, there has been a slight upward trend in stocks of beef in cold store 
age in Canada. 


Both exports and imports of fresh beef have increased promi- 
nently during the last 25 years. Imports of fresh beef have increased 
from an average annual figure of 350 thousand pounds (cold carcass 
weight) over the 1935-45 cattle cycle, to 10 million pounds over the 
1945-57 cycle. Imports of canned beef have not increased during the 
period, however, and may have declined slightly. There has been, howe 
ever, a marked increase in amount of beef slaughtered for canning - from 
an annual average of 15 million pounds (cold carcass weight) over the 
1935-45 period to 32 million pounds over the 1945-57 period. 


Exports of fresh beef increased from an annual average of 36 
million pounds (cold carcass weight) over the 1935-45 cattle cycle to 
78 million pounds over the 1945-57 cyclee 


fost of our cattle and beef exports go to the United States, 
and most of our cattle and fresh beef imports come from the United 
tates and New Zealand. Most of our canned beef imports come from 
Australia and Argentina. 


In recent years the U.S. tariff on Canadian Slaughter and 
Feeder cattle, weighing 700 pounds and over, has been 14¢ a pound on a 
1,00,COO0-pound quota and 23¢ a pound over the quota. Canada has no 
quota on beef cattle imports from the United States, and our tariff is 
14¢ a pound. On beef cattle weighing 200-699 pounds, the U.S. tariff is 
235¢. Canada has the same import tariff as the United States on fresh 
and frozen beef - i.e., 3¢ a pounds< Canada has no duty on canned beef 
imports from Australia and New Zealand; otherwise, a British Preferene 
tial duty of 15% is in force and a Most Favoured Nation duty of 30%. 


The net effect of the foregoing trade on the disposition of 
the supply of beef has been a substantial increase in domestic beef 
consumption, not only to supply the growing population of Canada, but 
also per capita. Table 2 shows that apparent domestic consumption of 
beef (fresh and canned) increased from an annual average of 71 million 


1 For a historical summary of U.S. tariffs on Canadian cattle see 
Canada Department of Agriculture, Livestock Market Review 1957, Otta- 
Wa, Pe 3le Also see p. 3 of this publication. 


2 Canada Department of Agriculture, Canada and the United States Tar- 
iffs on Selected Agricultural Products, Ottawa, March 1957, pe 5. 
Canada has a duty of 2¢ per 1b. and free British Preferential on 
Pickled beef, compared with 3¢ (minimum 20%) for the U.S. Canada has 
no duty on salted beef, compared with 3¢ (minimum 20%) for the U.S. 
The UsSe duty on edible offal averages slightly higher than Canada's 
1lz¢ (minimum 6%). The U.S. duty on canned beef is 3¢ (minimum 204). 
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pounds (cold carcass weight) over the 1935-45 cycle te 949 million 
pounds over the 1945=57 cycle. Concurrently, per capita beef consump- 
tion increased from an annual average of 624 pounds to 67 pounds. 
United States figures for these two periods were 56.7 and 69.9 pounds 
per capita. A warning must be issued against making invalid compari- 
sons between years (e.ge, 1951 and 1957) that are in different phases 
of the cattle cycle. 


32 Stocks in Cold Storage 


In keeping with the rising long-run trend in beef consumption, 
opening and closing stocks of beef increased from annual averages of 
26.7 million pounds (opening) and 28.3 million pounds (closing) during 
the 1935-45 beef population cycle. 


The foregoing data on stocks of beef comprise beef in cold 
storage (iee., in packers! and wholesalers! warehouses), and include 
frozen boneein and boneless beef, frozen fancy beef meats, unfrozen 
beef and fancy beef meats and cured and in-cure beef, ("Fancy beef 
meats includes tongue, heart, liver, kidney, tripe, etc.) Canned beef 
is not included in the cold storage stocks data. 


The amount of each category of beef in storage varies season- 
ally. The averages for the beginning of each quarter over the 1945=57 
period are shown in Table 3. November-to-January is the peak storage 
season. The table also shows the proportions of the total beef in sto- 
rage over the period accounted for by the different categories, During 
the fourth quarter of the year, frozen boneless beef accounts for about 
a third of all beef in cold storage, frozen bone-in beef accounts for 
about a quarter, frozen fancy meats for about 11%, unfrozen fresh beef 
and fancy beef meats for about 29%, and cured and in-cure (unfrozen) 
beef for about 2%. The foregoing figures refer to storage inventories 
and not to turnover. Unfrozen fresh beef has to turn over faster in 
storage than frozen or cured beef, 


Boneless beef is produced mainly from canner and cutter cows 
and bulls, but in part, also from common steers and heifers, In terms 
of the national grades of beef, shown in Table 1, it includes Manufac- 
turing, Bull and a small proportion of the Utility Classes 1 and 2. 


Boneless beef and fancy meats are stored principally during 
the peak of the cattle run, October to December, Storage provides a 
means of taking these products off the market at this plentiful season 
for marketing later during the scarce season, particularly the summer 
months. Boneless beef is used principally in manufacturing bologna, 
sausage, frankfurters and other prepared and cooked meats. 


Bone-in beef, coming usually from the top grades of cattle, 
may be stored at any season of the year. This frozen beef is used to 


T U.S.D.A. Agricultural Marketing Service, Supplement for 1956 to Con- 


sumption of Food in the United States 1909-52, Washington 1957, pe 
13, and The National Food Situation, July 1958, p. he 
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fill orders for lumber, construction and mining camps, and for the boat 
trade. Bone-in beef, particularly loin and rib cuts, is also used by 
hotels, railway dining cars, restaurants, etc. 


TABLE 3. STOCKS OF BEEF AND FANCY BEEF MEAT IN COLD STORAGH, 
FROZEN AND UNFROZEN, QUARTERLY OPENING AVERAGES, 
CANADA 1945=576 


(Thousands of Pounds) 


Jane 1 Apre 1 July 1 Ociver: 


1G - FROZEN 
(a) Boneless Beef 
Annual Average 10,447 ty TL Wy Tbe 5 L34 
% of Total Stocks 33.07 29.65 23.53 21.639 
(b) Bonesin Beef 
Annual Average 7,989 5640 4.029 4,399 
% of Total Stocks 25029 21.68 19.96 18.33 
(c) Fancy Meats 
Annual Average 3,405 25705 25292 2,682 
% of Total Stocks 10.78 10.67 11535 LAS ey, 


II « UNFROZEN 


(a) Fresh Beef and Fancy Meats 


Annual Average 9,116 9,221 8, 57h SR AAI 

% of Total Stocks 28.86 Syne Le olise 46-76 
(b) Beef Cured and In-Cure 

Annual Average 630 662 SLA 566 

% of Total Stocks 1.99 2054 2069 2636 


III = TOTAL BEEF MEAT IN 
COLD STORAGE 


Annual Average 31,587 26,010 20,189 2h, 004, 
Source: D.B.S. Stocks of Food Commodities in Cold Storage and Other 
Warehouses, Ottawa, annual. 
4. Geographical Pattern of Production and Marketing 
The relative importance of cash income from cattle and calves 


has increased from about 13% of total cash farm income from farm pro- 
ducts during the period 1934-45 to almost 17% during 1945-57. Ontario 
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and Alberta are the most important producers of cattle and veal for mar- 
ket, followed by Saskatchewan, Quebec, Manitoba, British Columbia, Nova 
Scotia, New Brunswick and Prince iidward Island. This is shown in Table 
he The table also shows that the Maritime region has produced a decline 
ing proportion of Canada's cash income from the sale of cattle and 
calves over the last 25 years. Even Quebec's, Manitoba's and British 
Columbia's shares have fallen off slightly. Ontario's share increased 
slightly from 36.6% to 37.1%, comparing the two cattle cycles, 1934-45 
and 1945-57. Alberta's share increased more notably over the period, 
and Saskatchewan's share also increased. 


The importance of cattle and calves within the agriculture of 
individual provinces varies. Table 4 contains comparable data for the 
last two cattle cycles in order to indicate trendse The importance of 
cattle and calves within all provinces has been increasing, most notably 
in Alberta and Ontario. Among the provinces, cattle and calves are most 
important within Ontario's agriculture. Cash income from the sale of 
cattle and calves increased in Ontario from 16.5% of all Ontario cash 
farm income during 1934-45 to 21.8% during 1945-57. 


In spite of the large production of beef in Ontario and Que- 
bec, these central provinces are, because of their relatively dense pop-= 
ulations, a deficit region. The Prairie Provinces, on the other hand, 
are surplus producers of quality beef. The surplus cattle and beef from 
the Prairie Provinces, therefore, move out to markets, mainly in the 
central provinces but also to the Atlantic Provinces, to British Colum 
bia and to the United States. Many beef cattle are raised in the 
Prairie Provinces and then move eastwards, particularly to Ontario, as 
feeders for finishing on grain closer to the final market. Most feeder 
cattle shipped from western to eastern Canada have to be T.B.-tested en 
route. This involves some delay and extra expense in marketing. 


About 62% of Canada's 154 slaughtering and meat packing estab- 
lishments are located in Ontario end Quebec.~ Meat packing establish- 
ments are mainly of two sizes - large ($1 million sales or over) and 
medium-small ($100, 000 to 500,000 sales). About 75% of all establish- 
ments are incorporated companies, 12% are individually owned, 10% are 
partnerships, and less than 3% are co-operatives. Of course, there are 
many fewer meat packing firms than there are establishments (i.e., 
plants). In 1957, the big three (Canada Packers, Swifts and Burns) ace 
counted for about 70% of total cattle slaughterings. 


Alberta has become prominent as a cattle feeding area in re- 
cent years. A large volume of beef cattle are ee eee in the 
feedlots located in the southern part of the province. 


In 1957, Alberta marketed 807,858 head of cattle, which was an 
increase of about 51% over the comparable year, 1945. The increase in 


1 D.B.S. Slaughtering and Meat Packing Industries, Ottawa, annual. 


2 See Frank Jacobs "Alberta vs. Ontario Feeder, Who's Top Dog?", re~ 
printed from Canadian Cattleman, 1957, in Farming Today, Massey- 
Ferguson, Toronto. 
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TABLE 4. RELATIVE IMPORTANCE OF THE PROVINCES IN MARKETING CATTLE, 
AND RELATIVE IMPORTANCE WITHIN THE AGRICULTURE OF EACH 


0 man 


Cash Income from 


Cattle & Calves Cash Income from 
as % Canada Total Cattle & Calves 
Income from Cattle as % All Cash 
Province Period & Calves Farm Income 
Ontario 193 4-0/5 36.6 Ged 
1945-57 S71 2168 
Alberta 193445 L7e3 a2 eh 
1945=57 I9s3 18.8 
Saskat chewan 1934-45 L539 867 
1945-57 » Kaya 11.9 
Quebec 1934 = 5 12.6 ey 
1945-57 12,0 1369 
Manitoba 1934-45 905 1269 
194.5=57 Soh 15 9 
British Columbia 193h4—45 38 Lay 
1945=57 305 lhe2 
Nova Scotia 193h4eh5 200 A265 
1945-57 Ls 1665 
New Brunswick 193445 hed 223 
1945=57 13 12.5 
Prince Edward Island 193445 0.9 eo 
1945-57 0.8 l4e7 
CANADA 1934-45 100,0 12.6 
1945-57 100.0 L637 


i 
Source: D.B.S. Handbook of Agricultural Statistics Part II, Farm Ine 
come = 1926-57, Ottawa 1958. 


all Canadian marketings over this period was about 29%. Concurrently, 
there was in excess of a sixfold increase in direct cattle exports from 
Alberta, compared with less than a fivefold increase in cattle exports 
from Canada as a whole. The majority of beef cattle exports would be of 
Choice and Good quality. The rate of increase in cattle marketings and 
exports over the period was greater for the six southern crop districts 
of Alberta than for the province as a whole, 
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There are several reasons for this increase in cattle feeding 
in southern Alberta: (1) the climate allows the use of open, uncovered 
feedlots. Adequate shelter is provided by a windbreak around the feed~ 
lot; (2) the irrigated land produces a supply of roughage (hay, silage, 
beet tops and pulp, pea vine, etc.); (3) with the rapid increase in the 
domestic demand for Red and Blue Brand beef, there has been an increas-= 
ingly greater demand for finished cattle; (4) there is a supply of top 
quality feeder cattle right at hand on the ranges of southern Alberta; 
(5) proximity to the Pacific Northwest (Seattle, Spokane, Tacoma, Port- 
land) places southern Alberta within reach of the high-priced markets, 
in the United States; (6) possession of unmarketable grain gives them 
a cheap feed for finishing cattle. Stocks of wheat in particular have 
increased on Alberta farms in recent years, and more wheat has been used 
for feed. 


With respect to the geographical pattern of beef storage over 
the last cattle cycle, 1945-57, Ontario accounted for 27% of beef in 
cold storage in Canada, compared with 23% in Quebec, 17% in Manitoba, 
13% in Alberta, 11% in British Columbia, 6% in Saskatchewan, and 3% in 
the Maritime Provinces. The relative importance of beef storage in 
Ontario and Quebec increased over the period in contrast with a decrease 
ing relative importance of beef storage in the Prairie Provinces and the 
Maritimes, 


5. Seasonal Pattern of Cattle and Beef Prices 


Beef cattle marketings have a distinct seasonal pattern which 
results in an inverse seasonal pattern of prices. Heaviest marketings 
are in the autumn, particularly November, and this is the season when 
cattle prices are lowest. Marketings fall off thereafter, reaching a 
minimum during the three-month period April-June, and this is the season 
when cattle prices are highest. This seasonal pattern of beef cattle 
prices over the last cattle population cycle is summarized in Table 5. 


Monthly wholesale prices of beef are not available for Canada 
as a whole, but they are available for carcass steer beef by certain 
major cities, Table 6 summarizes this seasonal price pattern for Mont 
real, Toronto, Winnipeg, and Vancouver over the 1945-57 period. The 
season of peak wholesale prices for beef is mid-summer, and winter is 
the low seasono 


Monthly retail prices of beef as such are not published, but 
there are retail prices of six cuts of beef at specified cities, from 
which Canada retail prices could be calculated. Table 7 summarizes 
these seasonal price patterns for Canada, 


A comparison of Tables 5, 6 and 7 reveals that wholesale and 
retail prices for beef follow a different seasonal pattern than beef 
cattle prices. Wholesale and retail beef prices are highest in summer 
and lowest during winter, whereas beef cattle prices are highest during 
spring and lowest in the autumn. This difference in price patterns has 
direct implications for the seasonal pattern of the farmewholesale and 
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TABLE 5. MONTHLY PATTERN OF CATTLE PRICES ON PUBLIC STOCKYARDS, 
CANADA, AVERAGE 1934-45 AND 1945-57 


($/cwt ° ) 

Average Average 
Month 1934-45 1945-57 
January 5099 15064 
February apyal 15.76 
March 6.46 1622.0 
April 6.68 17.33 
May 6.90 17.00 
June 6.86 L635 
July 6.09 16.34 
August 5.83 15376 
September 570 Peon 
October Desd 15041 
November oy ee: 1A4k 
December Deo3 15.09 


Source: Adapted from Canada Department of Agriculture Livestock Market 
Review, Ottawa, annual, using weighted average price for all 
cattle. 


TABLE 6. MONTHLY PATTERNS OF WHOLESALE PRICES OF CARCASS STEER 
BEEF, COMMERCIAL QUALITY, MONTREAL, TORONTO, WINNIPEG 
AND VANCOUVER, AVERAGE 1945-57. 


(Cents per Pound) 


Month Montreal Toronto Winnipeg Vancouver 
January 35 De 3h 3h 
February 34 3h 33 33 
March 5) SD 33 3h 
April 35 3h By ih 
May 36 Si 3h 3h 
June OT. 36 35 36 
July 38 38 36 36 
August BY, Sy. 36 36 
September 36 36 3h 35 
October 3h 35 34 BS 
November 34 oo B35 33 
December 35 65 32 33 


en a alae cae etd a ial aie eee. ae et Nae i io add 4 2 I Re 
Source: Adapted from D.B.S. Quarterly Bulletin of Agricultural Statis- 
tics, Ottawa. 
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TABLE 7. MONTHLY PATTERNS OF RETAIL PRICES OF SIX CUTS OF BEEF, 
CANADA, AVERAGE 1949-57 


(Cents per Pound) 


Blade Stewing Rolled Round Sirloin 


Month Hamburg __ Roast Beef Rib Roast Steak Steak 

January 4506 Shot Sel gfe ras TSe2 82.4 
February Lbe7 5566 heh ag 76.8 T8ek 82.8 
March 45-3 pyre perry 7604 773 81.7 
April led 55 03 5503 1602 773 81.8 
May Lb ol bee 5506 76.9 Us 83.2 
June Sore 5663 5633 78 ol 80.4 8502 
July 4665 56.9 hel 719 62 82.0 Sia 
August My PSL 5720 57 oh 798 833 8806 
September 4607 56.7 57.3 80.0 83.0 88.7 
October 4605 56.3 56.9 79.0 See 86.7 
November 4503 Ded D5 ok 790 7706 82.7 
December Le 5408 5503 76h 7706 8204 


Source: D.B.S. Prices and Price Indexes, Ottawa, monthly. 


farm-retail price spreads. These price spreads usually are widest in 
summer and narrowest during winter and springe 


6. Patterns of Cattle and Beef Prices by Grades and Regions 


Steers and heifers account for over half of the cattle sold on 
public stockyards and slaughtered for beef in Canada and for a still 
higher proportion of the fresh beef. As explained earlier, heifers and 
each weight class of steer are graded unofficially into Choice, Good, 
Medium and Common. Grade for grade, steers fetch the highest price 
among slaughter cattle. Over the last cattle population cycle 1945-57, 
the most frequent classes and grades of beef cattle marketed on public 
stockyards were Medium and Good steers of less than 1,000 pounds in 
weight, Good and Choice steers of more than 1,000 pounds in weight, and 
Medium heifers. 


During the low phase of the cattle cycle (when prices are 
high), the proportion of cattle marketed coming within the steer and 
heifer classes as a whole falls. Over the longer run, however, there 
has been an increase in the proportion of cattle marketed as steers on 
public stockyards. This is reflected in an increase over the last 12 
years in the proportion of inspected carcasses grading in the top Red 
and Blue Brands. The increased importance of steers for beef has been 
most pronounced in steers weighing over 1,000 pounds, and in the Choice 


grade of all steers and heifers. 


Stockyard prices are available for the two weight classes and 
four grades of steers and heifers for 11 major city markets across 
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Canada. A study was made of trends and cyclical patterns in these 
class and grade prices over the last 25 years, comprising two cattle 
population cycles. 


Over the period as a whole, of course, there was a general up= 
ward drift in cattle prices, mainly due to general inflation and an in- 
creasing demand for beef. The various prices for all classes and grades 
of cattle averaged higher over the 1945-57 cycle than over the 1934-45 
cycle. This, in effect, is what has already been shown in summary form 
in Table 5. During the 1945-57 cycle, prices rose to a peak in 1951. 


Regional comparisons among cattle prices reveal two things - 
the one expected, the other, perhaps, unexpected. First, beef cattle 
prices in the deficit area, Ontario and Quebec, have generally been 
higher than in the surplus Prairie area. For purposes of illustration, 
Montreal, Toronto, Winnipeg and Calgary prices of Medium steers (less 
than 1,000 Pouics) and Medium heifers were averaged over the years 1945- 
572 These results are shown in Table 8. 


TABLE 8. COMPARISON OF PRICES ON PUBLIC STOCKYARDS IN MONTREAL, 
TORONTO, WINNIPEG AND CALGARY FOR MEDIUM STEERS AND 
HEIFERS, AVERAGES OF YEARS 1945-57. 


($/cwt.) 
Montreal Toronto Winnipeg Calgary 
Medium Steers 18.45 WAY) 16.79 17.63 
(up to 1,000 1b.) 
Medium Heifers 16.65 72710 ihe iD 16.08 


Source: Adapted from Canada Department of Agriculture Livestock Market 
Reports, Ottawa, annual. 


Secondly, regional comparisons among cattle prices for the 
main fresh beef grades reveal contrasting long-run trends. Comparisons 
were made by grade for Choice, Good, Medium and Common steers and heif-~ 
ers. Again, Montreal, Toronto, Winnipeg and Calgary were chosen for il- 
lustrative purposes. In order to facilitate comparison, the prices over 
the 1934-57 period were converted to indexes based on the 1949 price 
equal to 100. 


Comparing the last two cattle cycles as a whole, it was found 
that only for Toronto did prices for the Choice and Good grades tend to 
rise fastest. For Montreal, the prices of Medium steers and heifers 
rose fastest. In Calgary, the prices of Common steers rose fastest. 


One can also consider the changes that have taken place in the 


208 


retail prices of various grades of beef. Unfortunately, data were 
available for the calculation of retail price indexes for certain cuts 
of beef only. Prices of hamburg, blade roast, stewing beef, rolled rib 
roast, round steak and sirloin steak are available for Canada. Unpub- 
lished prices of these cuts, excepting hamburg, are available for a 
dozen cities. The limited number of cuts made a full comparison with 
the findings on the long-run behaviour of beef cattle prices impossible. 
Nevertheless, since the retail prices have a bearing upon the farm-re- 
tail price spread calculations, which follow in a later section, they 
are presented here in Table 9 for Canada for the years 1949 to 1958. 


Table 9 shows how prices of these six cuts of beef rank at 
retail - hamburg, blade roast, stewing beef, rolled rib roast, round 
steak and sirloin steak in ascending order. Also clearly shown is that 
prices reached a cyclical peak in 1951. Beef prices fell after 1951 up 
to 1954, but since then resumed their upward trend until 1958, when 
they began another cyclical upswing. The indexes of prices in Table 9 
for Canada, indicate that, although sirloin steak prices did not rise 
exceptionally fast up to 1951, for the whole period sirloin steak prices 
have risen faster than for the other five cuts. Hamburg prices, on the 
other hand, rose exceptionally fast to 1951, but since 1954 hamburg 
prices have risen more slowly than for most of the other cuts.l The 
prices of blade roast and stewing beef, other lesseexpensive cuts, also 
rose relatively rapidly to 1951. 


To sum up, during years when beef prices are rising rapidly 
in a cyclical upswing, the prices of the less-expensive cuts rise fast- 
est. In other words, the price differential between the more= and 
less-expensive cuts narrows during an upswing in beef prices. During 
a cyclical downswing in beef prices, the price differential between 
the more= and less-expensive cuts widens. It will be show in a later 
section that the farmer's share of the retail price of beef increased 
from 1949 to 1951 and subsequently decreased, at least to 1957. The 
implications of the present conclusion are that from 1949 to 1951 the 
farmer's share of the retail beef price increased fastest for the more- 
expensive cuts, and that subsequently up to 1957, the farmer's share 
decreased fastest for these more-expensive cuts. 


7. The Price Spread Between Feeder and Slaughter Cattle 


It is time now to consider certain successive marketing sta~ 
ges or components of the farm-retail price spread for beef. Although 


1 The Ontario Government Brief to the Commission also drew attention 
to ".eothe differential in retail prices widening between the higher 


and lower cuts in recent years", Submission of the Government of 
Ontario to the Royal Commission on Price Spreads of Food Products, 
Proceedings, pe 2660. 
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the beef price spread normally refers to the gross margin between the 
farm price of slaughter cattle and the retail price of fresh beef, the 
margin between feeder and slaughter cattle prices is the appropriate 
preliminary stage at which to begin a general consideration of the suc- 
cessive marketing components of the beef price spread. 


In marketing beef cattle, the first commercial step really bee 
gins with the sale of grass-fed feeder cattle for finishing, ieee, grain 
feeding for fattening. Of course, some cattle feeders raise some or all 
of their own feeders, Although it cannot be overlooked that a large 
supply of beef in Canada still comes from dairy-type cattle and from re-= 
tired dairy cows, this is less true of fresh beef which is our main cone 
cern here. 


The producers of feeder cattle may sell them as calves, year-= 
lings or heavy steers, Grazing conditions, feed grain prices, the exe 
pected price for slaughter cattle and also change in weight of animal 
are the major factors to be taken into consideration in deciding at what 
age to sell feeder cattle and how long to feed them. Heavy steers may 
only need a few months on feed, but feeder calves may require up to a 
year. The finished cattle are sold for slaughtering through the same 
channels as feeder cattle, and incur similar expenses. The cost incur- 
red by the farmer in transporting his cattle to the stockyards would 
make up the major part of the difference between a farm-gate price and 
the stockyard price. The transportation cost includes weight, shrinkage 
in transit, as well as direct shipping costs by road or rail. At the 
stockyards, there are the selling (or buying) commission and the yard- 
age, feed, bedding etc. charges to be paid. 


Since a large number of both feeder and slaughter cattle are 
sold through the Toronto stockyards, it was decided to use this market 
to illustrate the relationship between feeder and slaughter prices over 
the last cattle cycle, 1945-57. For this purpose, monthly comparisons 
were made between the prices of Choice slaughter steers (weighing up to 
1,000 pounds) and the prices seven months earlier of good stocker and 
feeder steers. Seven months was assumed to be the average duration of 
the feeding period. Admittedly, this is rather too inflexible an assump-~ 
tion, but information was not available for introducing a more approprie 
ate, variable time lag. The results are depicted in Chart 2. 


In Chart 2 the long-run upward drift in cattle prices, already 
referred to, is clearly revealed, as well as the pronounced cyclical upe 
swing in prices in the middle of the 1945857 period. During the upswing 
of cattle prices (years 1948=51), the feeding margin was widest. The 
wide negative feeding margin during 1952 was mainly due to the foot-and- 
mouth epidemic. If 1952 is omitted, the feeding margin is still quite 
variable. In 1948, for example, it rose from about $2.00 per cwt. in 
January to over $11.00 in August and September, and then receded to near= 
ly $7.00 in December. In 1951, the feeding margin averaged over $5.00 
per cwt. In 1953, the feeding margin was negative. In 1955, the feeding 


1 Beef Marketing Margins and Costs, U.S.D.A., Agricultural Marketing 
Service, Misc. Pub. 710, Washington 1956, p. 7. 
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margin averaged about $2.00. 


8. The Price Spread Between Slaughter Cattle and Beef Carcasses at 
Wholesale 


After feeder cattle are finished on grain and sold as slaugh- 
ter cattle, the next steps in marketing are slaughtering the animals, 
dressing, and then wholesaling the carcass beef. It is usually assumed 
that 100 pounds of live cattle yields 53 pounds of warm carcass beef or 
51 pounds of chilled carcass (head, feet and hide off, kidney out).1 
The shrinkage from warm to cold dressed weight is reckoned at 3%, plus 
Fe pounds per carcass for head meat. The expected wholesale value of 
the dressed carcass, plus the value of by-products (hides, tallow, 
bones, Oleo oil, casings, liver, heart, tongue, head meat etc.), in re= 
lation to costs of processing, largely determine what price the meat 
packer is prepared to pay for the live animal. Actually, of course, 


"The dressing percentage will vary materially, even within the 
same grade of livestock, depending on whether the animals have 
been weighed 'fed and watered! or empty; as between animals 
shipped or trucked long distances as compared to short hauls; 
as between those heavily coated with manure and clean cattle 
and as between dry animals and those soaked by heavy rains. 


Likewise, dressing percentages usually vary with the grade of 
the animals, as well as within any one grade. For instance, 
Choice and Good steers may yield from 52 per cent to 60 per 
cent of the live weights; Medium steers from 48 per cent to 
54 per cent and Plain steers still lower; heifers usually ave 
erage, grade for grade, slightly lower yields than steers; 
canner and cutter cows and steers may yield as low as 40 per 
cent to 45 per cent,"'2 


Beef price spread calculations in the United States are based 
on an average carcass yield (Choice grade) of 58% of live weight and a 
retail yield of 80% of carcass weight (The 20% waste on carcass 
weight is composed of fat, bones, shrinkage etc.) These yields amount 
to 46.3 pounds of retail cuts from 100 pounds of live weight, or a live 
weight that is 2,16 times the retail weight. 


It is interesting to note that the dressed weight of beef 
cattle in Canada has been increasing over the last 25 years, from an 
average of about 477 pounds per carcass over the 1935-45 cycle to about 
493 pounds over the 1945-57 cycle. The weight of dressed carcasses 


1 Canada Department of Agriculture, Canada Weights, Measures and Cone 
version Factors for Agricultural Products, Ottawa 1954, pe 6. 


2 Quotation from A Letter on Canadian Livestock Products, Meat Packers 
Council of Canada, Toronto, Nove-Dec. 1958, pe he 


3 Farm-Retail Spreads for Food Products, U.S.D.A., Agricultural Markete 
ing Service, Misc. Pub. 741, Washington 1957, ppe 19, 77 and 103. 
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also increased during the last 13 years.t Comparison of live and cold 
dressed weights over the last 17 years suggests a slight upward trend 
in live-to-dressed yields, from a yield of about 51.7% during the up- 
ward phase of the previous cattle numbers cycle, to a yield of 52.6% 
during the upward phase of the last cattle cycle. The explanation for 
this might be the increasing proportion of beef=type cattle used for 
beef, and the improvements in animal nutrition. There was also a more 
substantial cyclical increase in yield within the last cattle numbers 
cycle with the yields during the downward phase (first half) of the 
cycle being lower than during the upward phase (latter half) of the 
cycle. Although carcass weights increased over the cycle, the live 
weights were greater during the first half than during the latter half. 
As far as the Commission's decade of study is concerned, the yields for 
the first two years, 1949 and 1950, averaged about 49.9% in contrast 
with the seven years, 1951 to 1957, when the yields averaged about 52.5%. 


Wholesale prices are available only for Commercial quality 
steer carcasses for eight major cities and not for Canada as a whole. 
In order to illustrate the price spread between slaughter cattle and 
beef carcasses at wholesale, Toronto and Winnipeg markets were selected. 
Several rather arbitrary assumptions then had to be made. The grade of 
live slaughter cattle selected as being most comparable“ to Commercial 
steer carcasses for illustrative purposes, was Low-Medium steers of up 
to 1,000 pounds in weight. Of course, Low-Medium steers of over 1,000 
pounds also are comparable, and perhaps some Good and Common steers. 
The price of Low-Medium light steers was estimated by computing the low- 
er third of the price range for Medium light steers, An average conver- 
sion factor of 50% from live to dressed carcass weight was applied, but 
with year-to-year variations in accordance with variations in the Canada 
average yield for all grades. An adjustment for the value of by-products 
was made by deducting from the live value an allowance for by-products. 
The slaughter-wholesale spreads derived are shown in Table 10. In view 
of the arbitrary assumptions made in this estimation, the accuracy of 
the results is questionable. The relative changes from year to year in 
the live-to-wholesale spread shown in Table 10 should be more reliable, 
The live-to-wholesale spread (corresponds closely to the meat packer's 
margin) appears during the last decade to have been widest in the year 
1954, and narrowest in 1949. Further study of the live-to-wholesale 
beef price spread is also needed as a preliminary step before proceeding 
to estimate a wholesale-retail spread. 


Retailers usually buy their beef in carcass form from meat 
packers or wholesalers. The retailer then trims off excess fat, bones, 
some cuts for roasts and stew beef, and grinds some beef into hamburger. 


A U.S. study of the live-wholesale spread on Choice grade 
cattle for 1949=55 yielded the results shown in Table 11. The U.S. mar- 
gins were more uniform from year to year and, in general, narrower than 

° 


1 Beef cattle in the United States have been fed to heavier weights 
since the end of World War II. See The Livestock and Meat Situation, 
U.S.D.A., Agricultural Marketing Service, Washington, Nov. 1958, pe 26 


2 And most frequent. 
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TABLE 10, ESTIMATES OF PRICH SPREAD BETWEEN LOW-MEDIUM SLAUGHTER 
STEERS@ AND COMMERCIAL CARCASSES AT WHOLESALE, TORONTO 


AND WINNIPEG, 1949-576 


Equivalent Estimated 

Wholesale Carcass Estimated Live Live Value Live= 
Carcass Value of Live Value of Less Wholesale 

Year Value 1 lb. Live? Value By-Products By-Products Spread 

(¢/1b.) (¢) (¢/lb.) (¢/1b.) (é/lb.) (¢/lb. Live) 
Toronto 
1949 38 Loet 1865 2el L6sk 1.7 
1950 Lf 2eet 2202 Bet LG 342 
Loo) 56 28 3 29.8 305 2643 2.0 
1952 47 2369 22ed Lol! 20 o4 Bad 
1953 36 18.3 Lifanl Led, 15.8 265 
195k 34 17.0 1502 INNS LS i, 367 
1955 os) Lied 16a Ue 14.8 2e7 
1956 3h 17.3 lstee 1.8 15.4 led 
19Dy 33 17.0 16,0 129 Ak 209 
Winnipeg 

1949 36 L7ea Lifes 2el iy ae 2el 
1950 Ab ales LO sil, 2e7 18.0 se 
1951 5D 2feco 2765 305 24.0 368 
1052 LA '7 2369 Rilsgid eu 19.2 eT 
1958 Sif; 18.8 1.3 Leo Very! bok 
1954 36 18.0 hed 19 12.6 Sok 
1955 36 16.0 Wet 19 13.8 he2 
1956 BY 15.8 1562 18 airy 204 
LOR a? 1's S 14.8 19 1249 360 


a Lower third of price range for Medium slaughter steers, up to 1,000 
pounds, public stockyards. 


b Based on assumption of 50% average yield, varying from year to year 
in accordance with variations in the Canada average yield for all 
gradesSe 


Source: D.BoSe, Quarterly Bulletin of Agricultural Statistics, Ottawa. 


Canada Department of Agriculture Livestock Market Review, 
Ottawa, annual. 
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TABLE 11. U.S. LIVE-TO-WHOLESALE MARKETING MARGINS, 
CENTS PER POUND OF LIV WEIGHT, CHOLCH 
GRADE CATTLE, 1949-55. 


1949 1950 L9Ds. 1952 1953 1954 1955 
20D Zel 2ok 20) 209 226 206 


Source: Beef Marketing Margins and Costs, U.S.D.A., Agricultural Mar- 
keting Service, Misc. Pub. 710, Washington 1956, pp. 10 and ll. 


those derived above for Toronto and Winnipeg. 


9. Estimation of FarmeRetail Spread for Beef 


In estimating the farm-retail price spread for beef, the base 
is used was one pound of live beef cattle sold by the farmer. 


In estimating the retail value equivalent of one pound of 
Good live steer, an average live-retail yield of 46% was used. This 
was arrived at by assuming an average live-toe-dressed yield of 56%, and 
an average dressed-to-retail yield of 82.25%, which amounts to an avere 
age live weight 2.17 times as great as the equivalent retail weight. 
In other words, the retail price per pound must average more than double 
the live weight price per pound in order to cover the payment to the 
farmer before taking any marketing expenses into account. The 56% live- 
to=dressed yield was an average for the decade of study, 1949 to 1958, 
and the actual figure used from year to year varied in accordance with 
variations in the Canada average yield for all grades. 


Canada retail prices are available for the decade of study for 
six retail cuts of beef only. A careful scrutiny was made of available 
information on beef cut-out tests at retail in order to derive annual 
weights for prices of the six cuts in arriving at a composite yearly re- 
tail price for beef in Canada. The retail price of each of the six cuts 
was weighted by the estimated proportion of the carcass cut into related 
price groups of cuts. The cut-out tests called for declining weights 
for the higherepriced cuts and increasing weights for the lower-priced 
cuts. The tests also called for an increasing proportion of waste trim 
med out at retail (bones, suet etc.) The significance of this kind of 
adjustment can be appreciated when one realizes that prices for the dif 
ferent cuts vary from over one dollar per pound for prime cuts, at one 
extreme, to one-hundredth of a cent per pound for waste fat and bones, 
at the other extreme. The results are summarized in Table 12, 


The basis for our farm price was the stockyard price of Good 
steers. In order to arrive at a farmegate price, stockyard and transe 


portation charges were subtracted and an allowance for by-products was 
made. We examined the available data on live-toecold dressed yield, and 
found that this increased somewhat over the period of study, both in 
Canada and the United States. On the other hand, the proportion of 
waste trimmed out at retail evidently increased during the decade. Both 


82479—15 


216 


TABLE 12. ESTIMATED VARIATIONS IN BERF CUT-OUTS AT RETAIL, 
BY SEVEN MAJOR RELATED PRICH GROUPS OF CUTS, 
CANADA, 1949 AND 1958. 


Price Group 


and Per Cent of Carcass Weight 
Included Cuts 1949 1958 
Sirloin (sirloin steak, tip, 
T-bone, porterhouse) 15.00 14.00 
Round Steak (round, rump) 16.50 1350 


Rib Roast (standing rib, rib 
roast, 5-6-7 rib, 
inside and outside roll, 
wing steak or roast) nA) 8.00 


Blade Roast (blade roast, cross 
rib roast, chuck, 
shoulder roast, round 
bone) 16.50 16.50 


Stewing (stewing beef, flank, 
short or braising ribs, 
boneless neck) UE5O 8.50 


Hamburg (shank hind, centre, 
front and knuckle, 
brisket point and plate, 


short, hamburg) 17.00 20.00 
Waste (fat, bone, shrinkage, 

waste) 16.00 19.50 
TOTAL 100.00 100.00 


of these factors were taken into account on an annual basis in calculat- 
ing the farmeretail spread. The net effect of the two factors upon the 

farmeretail spread and farmer'*s share of the retail price was small be- 

cause the effects of the two factors tend to be offsetting. 


Table 13 shows how retail and farm prices for beef rose rap 
idly from 1949 to a peak in 1951, and then fell rapidly to 1953, taper- 
ed off for about three years thereafter, and then, in 1957 began climb- 
ing again for another cyclical upswing. The farmeretail spread on beef 
widened rapidly from a minimum in 1949 to a maximum in 1952, and then 
fell to 1955, after which it began widening again. The explanation for 
the widening spread seems to be both in additional services and in in- 
creased costs of marketing livestock and of processing and retailing 
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beef. There have undoubtedly been improvements in efficiency in meat 
distribution and processing during the last decade, but these have not 
been sufficient to offset the rising costs of materials, labour, trans- 
port etc., and of additional services such as pre-processing and pre= 
packaginge 


10. Comparison with United States Estimates 


The Canadian farmer's share of the retail value of beef is 
compared with that of the U.S. farmer in Table 14. The Canadian farmer's 
share was smaller throughout the decade of study. Also included in 
Table 14, for the sake of comparison, is the Manitoba farmer's share cal- 
culated in a special study referred to in the following section. 


ll. Special Manitoba Study 


A study of the farm-retail price spread on beef in Manitoba 
was made in 1958 by Professor A.W. Wood of the University of Manitoba.l 
The study was limited to Medium quality steers and heifers marketed from 
Manitoba farms through the Union Stockyards at St. Boniface, processed 
in Manitoba plants, and sold at retail in Winnipeg. The time period 
covered was from 1935 to 1957. Fixed conversion factors used were 52% 
yield from live to carcass and 87% yield from carcass to retail. 


Professor Wood reached several interesting conclusions in his 
Manitoba study:2 (1) beef prices rose steadily after 1935, reached a 
peak in 1951, declined until 1954, and have since been relatively stable; 
(2) both the farm price and the market margin increased substantially 
during the 1935-57 period; (3) prices at all levels of the market have a 
strong tendency to rise and fall together; (4) the price received by 
packers deviated from this pattern on three occasions, being out of line 
on the high side in 1937 and 1948, and on the low side from 1955 to 1957; 
(5) when expressed in real terms (constant dollars), the whole increase 
in the margin over the period has occurred at the retail level ;3 (6) the 
farmer's share varied widely, from one-third to two-thirds of the Winni- 
peg consumer's beef dollar - the share was highest when prices were at 
their peak and lowest when prices were low; (7) a large part of the va- 
riation in the farm share of the consumer's beef dollar is a result of 
variations in the price of beef cattle, while marketing charges remain 
relatively stable. 


1 A.W. Wood, Market Margins for Beef in Manitoba 1935-1957, Department 
of Agricultural Economics and Farm Management, University of Manitoba, 
Winnipeg, 1958. 


2 Wood Ope cite, PPpe L9=61 


3 The Ontario Government Brief already cited also concluded that the im 
mediate source of the widening price spread on beef "...is the tenden- 
cy for the retail margin over the wholesale price to increase", and 
that ",...the role of processing in the widening of the price spread 
must be regarded as secondary to the role of retail services", Pro- 
ceedings, p. 2661. 
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TABLE 14. COMPARISON OF FARMER'S SHARE OF RETAIL VALUE OF 
BEEF, UNITED STATES, CANADA AND MANITOBA, 1949-58 


GS. Canada Manitoba 
Year Choice Grade® Good Grade® Medium Grade® 
1949 70 69 63 
1950 72 JE see 63 
LgSu 75 69 67 
1952 72 61 56 
Lo 63 ou 50 
1954 65 59 oat 
L955 63 60 53 
1956 60 58 51 
1957 60 5k 52 
1958 62 59 Nea 


a Source: U.S.D.A., Farm-Retail Spreads for Food Products, Agricultur- 
al Marketing Service, Misc. Pub. 741, Washington 1957, pe 


103, and The Marketing and Transportation Situation, 
Washington, Jan. 1958, pp. 46 and 47. 


b Source: This study, Table 13. 


c Medium steers and heifers. 
Source: A.W. Wood, Market Margins for Beef in Manitoba 1935-1957, 
Department of Agricultural Economics and Farm Management, 
University of Manitoba, Winnipeg, 1958, p. 5h. 
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Price Spreads on Pork Produced and Sold in Canada 
and the Main Marketing Influences Thereon 


1. Brief Description of the Assembly of Hogs and Sales Agencies 
at the First Point of Sale 


Hogs are usually shipped alive from the farm directly to packe 
ing plants or public stockyards or, as feeder hogs, to commnity auc- 
tions. Over the period of study, about 87% of the hogs marketed in 
Canada were delivered directly to packing plants and about 13% went 
through public stockyards. Shipping costs are met by the farmer, as are 
selling fees, transit insurance and shrinkage. 


At the end of 1958 there were 11 public stockyards in Canada, 
two in Montreal and one in each of the following cities: Toronto, Win- 
nipeg, Regina, Moose Jaw, Prince Albert, Calgary, Edmonton, Lethbridge 
and Vancouver. The stockyards at Toronto, Winnipeg and Calgary handle 
the largest volume of hogs delivered to the public stockyards. 


There is no public stockyard in the Maritime Provinces. In 
Nova Scotia and New Brunswick hogs are sold through Maritime Coeopera- 
tive Services, a co-operative selling agency located at Moncton , New 
Brunswick. During the period covered by this study, it has become the 
custom of the buyer of hogs to pay the price officially quoted from the 
Montreal stockyards. 


In Quebec, commission firms handle the majority of hogs sold 
in the public stockyards. The Cooperative Federee de Quebec has three 
of its own plants for slaughtering members! hogs, 


All hogs in Ontario are marketed through the Ontario Hog Pro 
ducers! Co-operative. Some hogs go through the public stockyards, but 
a large volume is sold through what is known as "assembly" yards, of 
which there are a total of 20 in the province, The hogs are sold from 
these yards on an f.0.b. basis. The producer pays the transportation 
cost to these yards. 


In the Prairie Provinces, the Canadian Livestock Co-operative 
Limited, the Livestock Division of the Saskatchewan Wheat Pool, and the 
Alberta Livestock Co-operative, handle a large percentage of the hogs. 
Nearly all these sales are made on an f.0.b. basis. 


The Province of British Columbia no longer has a public stock- 
yard, as the one that had been in operation over the period closed on 
June 6, 1959. Most of the hogs in British Columbia go directly to pack- 
ing plants. The greater part of the province's hog supplies come from 
Alberta. 


Federally-inspected and approved packing plants are located in 
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all the provinces across Canada, Of the 125 plants that were in opera-~ 
tion at the beginning of 1959, 51 were located in Quebec, 40 in Ontario, 
22 in the Prairies, 7 in British Columbia and 5 in the Maritimes. 


The Canada Department of Agriculture, Health of Animals Divi-~ 
sion, provides a meat inspection service at each plant under federal 
inspection, All meat and meat products for human consumption are mark- 
ed, indicating that the product has met federal health requirements. 
There is no charge for this service. Approved plants are not provided 
with federal health of animal service, although some of these plants 
have provincial or municipal health inspection. 


The Canada Department of Agriculture, Livestock Division, 
provides a hog grading service. Graders are available at each plant 
under federal inspection. A grading service is also available at ap- 
proved plants, not under federal inspection, that kill a minimum of 50 
hogs per week. The Department does not charge for this grading service. 


Over the years 1949 to 1958, the proportion of hogs slaught- 
ered in federally-inspected or approved plants increased to where it 
was close to 80% of total hog slaughterings. 


2. Grading of Hog Carcasses 


Between 1935 and 1940 there was an optional system of grading 
in effect, whereby the producer could have his hogs graded alive or on 
a carcass basis. Since October, 1940, all hogs entering provincial or 
export trade must be graded according to Canadian standards. There are 
14 official grades for hog carcasses and these are as follows: A; By3 
Bo; B3; C3 D; Light; Heavy; Extra Heavy; Physical Injury; Ridgling; 
Stags; Sows 1; and Sows 2. 


The proportion of A, B] and C hog carcasses of the total hog 
gradings in federally-inspected and approved plants is shown in Table 
le Over the 10-year period, the average proportion of hogs grading "A" 
was approximately 29% of total hog gradings, and those grading "B,", 
42% of the total. These two top grades together averaged 71%. Table 1 
shows also that over the decade there has been a relative decline in 
the top quality hogs with simultaneous increase of Grade C hogs. The 
proportion of these three grades, taken together, did not change and 
averaged about 80%, 


3. Price Differentials Between Grades 


Hog carcasses are bought by grade on a weight basis, with the 
quoted price issued daily for each of the public stockyards in Canada. 
The highest price is paid for "A" grade carcasses weighing from 140#170 
pounds, Preferred live weights are from 190 to 200 pounds. Price dif~- 
ferentials on Grades A, B], Bg, B3 and C are fairly standard and stable 
in the public stockyards across the country. Grade prices below C 
fluctuate considerably. 
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TABLE 1. GRADES A, By AND C OF HOG CARCASSES GRADED 
IN FEDERALLY-INSPECTED AND APPROVED PLANTS, 
AS PER CENT OF TOTAL GRADINGS, CANADA, 
1949 TO 1958. 


Total Hogs 
Year A By C Graded 
(per cent) (thousands) 
1949 31.1 43.9 hed 4,429 
LOE 5 bee 41.8 hob 4,895 
1952 28.5 Fe pays 6.5 6,699 
1953 273 toed 78 5,003 
1954 26.0 LheO 91 5,079 
1955 ae aN 42.3 9.6 DILL 
1956 28.5 Alek 9.7 5,960 
1957 2807 41.6 99 5400 
1958 2867 41.2 9.8 6,459 


Source: Canada Department of Agriculture, Livestock Market Review, 
Ottawa, Annual. 


4. Hog Premiums 


Beginning January 24, 1944, the Canadian Government paid a 
premium to hog producers of $3.00 per hog on Grade A and $2.00 per hog 
on Grade Bj. On April 1, 1946, these premiums were reduced to $2.00 
per head on Grade A and $1.00 on Grade B]. Hog premiums are paid to 
the producer by the Government after verification of the individual 
producer's gradings. 


5. Geographical Distribution of Hog Marketings 


Hog marketings handled by federally-approved and inspected 
plants, are shown by province of origin in Table 2. Hogs are produced 
and marketed in all the provinces of Canada, with the Province of Ontae# 
rio having the largest production, followed by Alberta and Quebec. 

Over the period studied Ontario, Alberta and Quebec together produced 
81.5% of Canadian production. Manitoba and Saskatchewan produced 15.0%, 
followed by the Maritime Provinces with 2.8%, and British Columbia with 
0.7%. The eastern provinces produced 59.4% of Canadian production, 

with the western provinces producing 40.6%. The Prairie Provinces with 
18% of the population produced 40% of the hogs. Surplus live hogs and 
pork from the Prairies are shipped to deficit areas in central and 
eastern Canada and British Columbia, 


6. Interprovincial Movement of Hogs 


The net interprovincial movement of live hogs is summarized 
in Table 3. There is a large movement of hogs from Ontario into Quebec, 


223 


*Tenuuy *‘meTAsy Joye YOOYSeaATT famyMotasy Jo quewqredeq epeueyj :99M0¢G 


z's S69 | OOS 1096°S 9165S \cos0SS  ¢co0ss 66989 -669°9 = 222% — best VAYNVO 


Ste *z gO Gmeccc 1OLS°c. 9el*e | s0Sc°e @ clicte - T6S%e Bibcscae iss te Ler we epeurg Ule4SoM 


9€ ze 6z oy TY Ze 6€ tT) TH BE Ag eTqumTog ystytag 
o9€*T Cle t eect tl (cl cue! 989°T: jscoNsiT te COyTeroc9Gals c-c9Ce T+ 096 S26 eqleqty 
194 702 GES LLS 29S eet oe LES LES 082 08z UEMEYOFEHSES 
GSE 797 CEE BSE Lev GEE Was Gy 1547 99¢ 092 eqoyTueyy 


Lye*¢ Oe C FcLOrS iTSGes OSES | OES*c >a 16l, “S94 Ther @S0E% ™ Cer “Se cecéke epeuey Uleqsey 


190°z Tews Elo? | 196TC4- G6G°T Pe9eL Le Wests Wisc msvbeGec 9% eco ’zes-ec6St OT.1e4U0 
TO. 1 6eTst LE o90fT LS0fT 006 ots og LOvSU . STO° Troyes daqent) 
SST €€T STI Sel SET tHT LG 612 612 O6T 8ST SOUT 4TIey 


asetoAy SOoUTAOLG 


I89I-OT 


(sesseoreg puesnoyuy) 


8S6T OL 676T “YOVNVO “SHONTAOUd AG “SONILEMUVW DOH HO NOILNGINLSIG °C FIEGVL 


82479—16 


224 


where they are slaughtered. A considerable volume of both fresh and 

processed pork cuts moves into the Maritimes from Quebec. There is, 

however, no reliable data available showing the size of this movement 
into the Maritimes, 


Manitoba has a large inward movement of hogs, drawing from the 
other Prairie Provinces. Both Saskatchewan and Alberta have a large 
outward movement. The large inward movement into British Columbia, a 
deficit area, originates mainly in Alberta, 


The seasons of heavier and lighter marketings are reflected in 
the interprovincial movement of hogs. The largest movement takes place 
during October-December, and the smallest during July-September, 


TABLE 3. NET INTERPROVINCIAL MOVEMENT OF LIVE HOGS, 
QUARTERLY, CANADA, 1O-YEAR AVERAGES, 1949 TO 1958 


(+) Inward Movement, 
(+) Outward Movement 


January April July- October- 

Provinces -~March -June September December 
(numbers ) 

Maritimes ~ 22 - 24,0 + la - 185 
Quebec ur 50,978 st: Bg es ioe) at 39,603 + 64,5357 
Ontario - 46,551 ~ 42,573 = 35,092 ~ 58,345 
Manitoba + TZ, 712 + 56,432 + 43,998 + 93,865 
Saskatchewan - 53,223 =~ 38,789 = 29,833 » 70,819 
Alberta @- 92,221 ~ 94,585 @ 73,043 105,924 
British Columbia + 67,446 + 69,956 + 54,290 + 76,928 


Source: Canada Department of Agriculture, Livestock Market Review, 
Ottawa, Annual, 


7. The Storage of Pork 


Storage is a very important stabilizing function in pork mar- 
keting. There is a considerable seasonal variation in production and, 
without a storage program, there would be much greater seasonal varia- 
tion in prices, with prices tending to fall to a very low level during 
the seasons of heaviest hog marketings, i.e., during the fall months and 
first five months of the year. The distribution of pork storage and the 
quantity stored is outlined in Table 4, Storage stocks are built up 
over the period November to May, the months of heaviest production. 
Stocks are reduced during the summer when the marketings of hogs are 
lighter. 
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TABLE 4. PORK IN COLD STORAGE, PACKERS! AND WHOLESALE WAREHOUSES 
IN CANADA, BY PROVINCES, FIRST BUSINESS DAY OF THE MONTHS, 
FEBRUARY, MAY, AUGUST AND NOVEMBER, 10-YEAR AVERAGES, 


1949. TO"1958. 
(Thousand Pounds) 


Provinces February May August November 
Maritimes 1,184 plop 1,661 1,169 
Quebec 8,178 Danio W Ae: 7,969 (CONS 
Ontario 10,493 14,739 11,685 8,837 
Saskatchewan 3,086 3,668 2,634 oO] 
Alberta pee 9,636 7,199 Hipage 
British Columbia 25143 Spy) 25390 Lesions He 
CANADA 38,435 DLT. 37,546 26,803 


Source: D.B.S., Stocks of Food Commodities in Cold Storage and Other 
Warehouses, Ottawa, Annual. 


A storage program is helpful in meeting peak demands for pork 
products. There are two periods during the year when there is a heavy 
consumption of pork, the Easter and Christmas-New Year periods. The 
supply of pork cuts is built up through storage stocks for what is known 
in the trade as the Christmas and the Easter "put-down", 


The three provinces that produce over 80% of the hogs also 
hold the largest stocks in storage, with Ontario holding the largest, 
followed by Quebec and Alberta. 


8. Price Support for Hogs 


The Agricultural Prices Support Act received Royal assent on 
August 15, 1944, and an amendment made in 1950 made it continuous from 
April 1, 1950. This legislation was repealed and was succeeded by the 
Agricultural Stabilization Act, effective April 1, 1958. The first ef- 
fective date for the support of pork products under the Agricultural 
Prices Support Act was on January 24, 1951. Purchases were made by the 
Board during the calendar year 1952, and the fiscal year 1958/59, start- 
ing in October of 1958. 


During 1952 the United States placed an embargo on imports of 
Canadian hogs and pork due to an outbreak in Saskatchewan of foot-and- 
mouth disease. Hog prices dropped to the price support level of $26.00 
per 100 pounds, and the Agricultural Prices Support Board had to make 
heavy purchases to prevent prices dropping further. A large quantity 
of pork was preserved by canning. 


From 1953 to 1958, at a support level of $23.00, no purchases 
by the Board were required. In 1958, the support was raised to $25.00. 
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In October, 1958, the Board again began support operations and became 
heavily committed in both fresh and canned pork. Im October, 1959, the 
support level dropped to $23.65. 


9. The Hog-Barley Price Ratio and Gradings of Hog Carcasses 


The effect of the hog-barley ratio, i.e., the number of bush- 
els of No. 1 feed barley that are equal in value to 100 pounds of Grade 
By) live hog, including the federal hog quality premium, on the number 
of hogs slaughtered and graded in federally-inspected and approved 
plants is shown in Table 5. The relative prices of hogs and feed grain, 
as indicated by the hog-barley price ratio, has considerable influence 
on the contraction and expansion of hog production. Other factors, such 
as price support policy, farm cash income and the quantity of feed 
available on farms, also affect hog production. With a hog-barley ratio 
above average, production tends to be encouraged, while a ratio below 
average tends to discourage production, Hog-barley price relationships 
during the fall and spring breeding seasons affect the decisions of hog 
producers in planning their pig crops. On the average, about 12 months 
pass between the time when sows or gilts are bred and the time when the 
offspring are ready for market. 


TABLE 5. HOG-BARLEY RATIO, AND TOTAL CARCASS GRADINGS, 
SIX-MONTH AVERAGES, CANADA, 1949 TO 1958 


Hog-Barley Ratio Total Carcasses 
Year January-June July-December January-June July-December 
(thousands) 

1949 21.4 ite AgOh? 2,380 
1950 16.0 eo 2929 paps ry 
195s Tae) 20.1 25392 2,503 
1952 16.0 1546 Biever Bh Spee 
1953 a PS: 2he5 2,731 232712 
195k Past 179 2,460 2,619 
19> 16.7 led 2,956 2,961 
1956 107, 20.9 biPra wes 2,748 
1957, 2502 2528 CANTOR 2,649 
1958 26.0 21.0 2,996 35462 
10-Year 

Average 20.3 19.9 Pad OM | pf fo Ws, 


a The ratio is based on Winnipeg hog and barley prices. 


Source: Canada Department of Agriculture, Livestock Market Review, 
Ottawa, Annual. 


The number of B) carcasses graded, together with the average 


227 


weighted prices for B] carcasses, are shown in Table 6 and Chart 1. 

Over the period studied, there appears to have been 23 hog production 
cycles beginning from a low supply phase in 1949, rising to a peak in 
1952, falling to a low phase by the end of 1953, rising to a peak in 
1956, falling to another low phase at the end of 1957, and rising to a 
peak in 1959. During periods of higher production prices were down, 

and during periods of lower production prices were up. Historically, 
hog production and prices have been subject to cyclical variations aver- 
aging three to four years in duration. 


TABLE 6. By CARCASS GRADINGS AND By CARCASS PRICES, SIX-~ 
MONTH AVERAGES, CANADA, 1949 TO 1958 


By) Carcasses B) Carcass Prices 

Year January-June July-December January-June July-December 

(thousands) (dollars per 100 lbs.) 
1949 878 15013 30,2 29.62 
1950 1,082 939 2705 29.28 
1951 991 997 33.46 Slew 
1952 Lye33 apy yak 25 ek 2520 
1953 pee) 964, 27.5 32.0 
1954 1,057 npg Fete) 343 25a 
1955 1,244 1,220 2308 2209 
1956 Dpoe7 UPA 21.7 2707 
1957 LOS. 1,050 Ble? 2662 
1958 1,201 1,302 28.5 2562 
108Year 
Average 1,134 1,115 Alot 270k 


Source: Canada Department of Agriculture, Livestock Market Review, 
Ottawa, Annual. 


10. Seasonal Pattern of Production and Price Variability 


Monthly indexes of hog marketings and carcass prices, based 
on 10-year averages, are shown in Table 7. Farrowings of pigs are con- 
centrated in the spring and autumn. Over the period studied, the heav- 
iest marketings of hogs occurred during the fall months, increasing to 
a peak in December, There were particularly heavy marketings in Decem-= 
ber of the price support years 1952 and 1958. A second season of heavy 
marketings normally comes during the spring months, reaching a second- 
ary peak during the month of March with the marketing of the autumn pig 
crops The month of March was the peak month in 1950, 1953 and 1956. A 
third and smaller peak occurred in June and was followed by a summer 
low in marketings. 


Carcass prices tend to be inversely associated with changes 
in production = seasons of higher marketings usually were associated 
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CHART 1. By, CARCASS GRADINGS AND By CARCASS PRICKS, 
SIX-MONTH AVERAGES, CANADA, 1949 TO 1958 


Dollars per 
100 libs. 
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with lower prices and seasons of lower marketings with higher prices. 
Seasonal price changes, however, were not as marked as seasonal changes 
in marketings. The 10-year average shows that B) carcass prices fluc- 
tuated about 10% above or below the annual average price, whereas hog 
marketings showed considerable variations, going up to about 37% above 
the annual average and 26% below the average. 


11. Imports, Exports and Stocks of Pork 


The quantities of pork imported, exported and stocks on hand at 
January 1 for each of the years 1949 to 1958 are shown in Table 8. 


TABLE 8. IMPORTS, EXPORTS AND STOCKS OF PORK ON JANUARY 1, 
CANADA, 1949 TO 1958 


Stocks on Hand, 


Year Imports? Exports® January yb 
(thousand pounds) 


1949 55 734 83,422 32,439 
1950 6,005 92,302 35 g4h4h5 
1951 22,761 31,983 31,292 
1952 4,836 30, 502 39,000 
1953 L461 75 539 68,813 
1954, 1,499 Thy 958 30,752 
1955 120 78,819 345466 
1956 11, 66,688 36,626 
1957 1,467 42,402 21,866 
1958 1,657 68,148 25,287 


a Basis dressed carcass, 
b Total of fresh, frozen, cured and inecure, and offal (frozen). 


Source: D.B.S., Trade of Canada, Ottawa, Annual; D.B.S., Stocks of 
Food Commodities in Cold Storage and Other Warehouses, Ottawa, 
Annual ° 


Over the period reviewed, there were only small imports of pork, with 
the exception of the year 1951, when imports were 3.5% of pork produc- 
tion. Otherwise, imports as a per cent of production varied from .01% 
to 1%. 


During the years previous to the period studied, the main ex- 
port market for Canadian pork was the United Kingdom. Over the last 10 
years, however, a comsiderable volume of pork, ranging from 3.5% of 
pork production in 1952, to 14.8% in 1950, moved to the United States. 
The years 1949 and 1950, with Canada-United Kingdom contracts in force, 
showed the largest exports of the period. Exports dropped drastically 
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in 1951 and remained at approximately the same level in 1952. The year 
1951 saw the completion of United Kingdom pork contracts, and 1952 was 
the year of the United States embargo on Canadian pork products because 
of foot-and-mouth disease in Canada. Exports more than doubled in 1953, 
as there was a considerable export of canned pork to the United States 
during the first six months of that year. Exports remained at this 
higher level for the year 1954 and showed a further increase in 1955. 

In 1956 and 1957 pork exports decreased significantly because during 
these two years production was low and prices remained at a relatively 
high level. With heavy production of pork during the fall of 1958, and 
prices at the support level, exports of pork for 1958 showed an increase 
of over 28 million pounds over the previous year. 


There is a good market in the United States for some Canadian 
pork products, such as hams and backs (loins), bacon and sides, which 
go into what is known as a "premium" market. The larger part of our 
pork exports is in these cuts. When the general price levels of hog 
carcasses are about the same in both countries, the wholesale price of 
Canadian hams and backs is considerably higher in the United States than 
in Canada. Whenever there is a surplus of hogs in Canada, Canadian 
prices drop near to, or to the equivalent, of United States prices. 
During these periods a large part of our surplus pork is normally ex- 
ported to the United States. 


12. Domestic Supply and Utilization 


The quantities of pork, from hogs slaughtered in federally~ 
inspected and approved plants and available for domestic utilization, 
are presented in Table 9. It should be noted that, except for pork can= 
ned under the Agricultural PricesSupport Board in 1952 and 1953, the 
quantity of pork canned by the trade is included in the figures for do# 
mestic utilization. Although there have been considerable year-to-year 
variations in the quantities available for domestic utilization and the 
per capita consumption, the trend has been definitely upward. 


13. Estimation of the Farm-Retail Price Spread for Pork, Calendar 
Years, Canada, 1949 to 1958 


Retail prices for five major pork cuts were used in the esti- 
mation of the composite retail carcass price for pork, Of the five 
cuts used, two are retailed fresh as loin centre cut chops and Boston 
butt and three are sold processed as ham (bone removed), side bacon 
(sliced and rindless) and cottage roll (a shoulder cut). These cuts 
represent the four major areas of the hog carcass, namely, the han, 
loin, belly and shoulder. The cuts chosen from these areas are the 
ones sold at retail in the greatest volume, and represent approximately 
68% of the carcass. The retail prices for the five cuts were weighted 
by the percentage of the total carcass weight accounted by each cut. 

An allowance was made for the minor cuts, such as spare ribs and hocks, 
and an adjustment was made to the average weighted price of the retail 
cuts. 


The prices for B] carcasses on 11 public stockyards were 
weighted regionally by the number of B) hogs graded. An allowance was 
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TABLE 9. PORK: SUPPLY AND DISPOSITION, 
CANADA, 1949 TO 1958 


Total of Total of Inspected 
Production, Exports Quantities 
Imports and and Stocks Available Per 
Stocks on on Hand, for Domestic Capita 
Year Hand, Jan, 1 Dec. 31 Utilization® _Utilization> 
(million pounds) (pounds) 
1949 623.9 118.9 505.0 376 
1950 664,00 123.6 d40 ok 39.4 
Ue 696.9 709 626.0 Lhe 
LZ edie hs 99.3 6778 46.9 
1953 (SAB he 106.3 605.0 40.8 
1954 697.6 109.4 588.2 38.5 
1955 801.8 1154 686.4 4367 
1956 812.1 88.5 723.6 45.0 
1957 733 06 67.7 665.29 40.1 
1956 878.7 1d 763.06 4d 8 
10-Year 
Average T397 1015 63802 ie 


a Total supply minus exports and stocks on hand, December 31. 


b It includes only quantities of pork marketed through federally-ins- 
pected or approved plants. 


c Adjusted to exclude the amount of pork put into cans under the Agri- 
cultural PricesSupport Board. 


Source: Adapted from Canada Department of Agriculture, Livestock Mar- 
ket Review, Ottawa, Annual; D.BeS., Stocks of Food Commodities 
in Cold Storage and Other Warehouses, Ottawa, Annual; and 
D.B.Se, Trade of Canada, Ottawa, Annual. 


made for the carcass equivalent value of the by-products, such as lard 
fat and products such as feet and edible trimmings, which are not gener 
ally sold at retail in this country, and this was deducted from the 
stockyard price. 


It was not possible to determine, with any degree of accuracy, 
the farmegate price for hogs, because of the difficulty in arriving at 
a cost for transporting hogs from the farm to the first point of sale, 
The farmer is paid on a carcass-graded basis and, in most instances, de- 
livers his hogs directly to the packing plant or public stockyards in 
his own truck or by hired truck. In either case, there is a transporta- 
tion cost. Some hogs are also purchased at the farm and, when payment 
is made, a charge for trucking may be deducted. I1t is, therefore, dif- 
ficult to determine a transportation cost which could be deducted from 
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the stockyard price in order to arrive at a farm-gate price. 


The calculations made of stockyard and retail prices, price 
spreads and farmers! shares (stockyard basis) are summarized in Table 
10. Both retail and stockyard prices fluctuated considerably from year 
to year over the 10-year period. An upward or downward movement of 
stockyard prices was reflected in a movement of retail prices. The re- 
tail price movement, however, generally showed greater fluctuation in 
prices. The stockyard price trended downwards. 


The price spread increased from 1949 to 1954, decreased in 
1955, and then increased from 1956 to 1958. In this latter year, the 
price spread approached the peak level of 19.7¢ reached in 1954. Over 
the period as a whole, there was a definite widening of the spread. 


The farmer's share (stockyard basis) of the retail equivalent 
values averaged 60% over the period. From 1949 to 1951, the farmer's 
share remained fairly stable at about 66%, but from 1952 to 1956 it 
moved downwards to 57.3%. In 1957 the farmer's share increased slightly, 
but dropped again in 1958 to 56.5%. Over the period as a whole, the 
farmer's share definitely decreased. 


The widening spread and the declining farm share seem to have 
been due mainly to a substantial increase over the decade in the amount 
of processing and packaging. This refers to the smoked, and not the 
fresh cuts. Ham and bacon used to be sold in whole cuts, but now 
usually sell defatted, skinless, boneless, in small cuts or slices, and 
packaged in plastic. 


As we have indicated earlier, prices vary with the seasonal 
pattern of marketings. A summary of the 10-year monthly averages of 
stockyard prices and retail equivalent values, price spreads and the 
farmer's share of the retail value is given in Table ll. 


Pork price spreads tend to be more narrow during the first 
half of the year and wider during the latter half. This tendency can 
be explained by the seasonal hog marketing pattern, already referred to, 
and the lag in retail prices. Prices for hog carcasses usually advance 
during the first half of the year when hog marketings are declining. 
Since retail prices tend to lag behind stockyard prices during upward 
and downward movements, price spreads are narrower on the upswing in 
the first half of the year, and wider during the downswing in the second 
half of the year. When pork prices are rising or high, there is some 
resistance at retail to higher prices because of the ready substitution 
of other meat, (notably beef) for pork. When pork prices are falling 
or low, there seems to be a tendency to resist decreases in marketing 
margins. The seasonal pattern of the farm share is inverse to that of 
the spread, iee., the share tends to be larger during spring and summer 
and smaller during autum and winter. 


14. Comparison of Canadian and United States Price Spreads for Pork 


A valid comparison of Canadian and United States price spreads 
cannot be made, One basic reason is that the farm price used in the 
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determination of the United States price spread is the price for all 
grades of hogs sold live at the farm. In Canada a stockyard price for 
a B] grade of hog carcass is used. In addition to the difference in 
the basis of farm prices, there are differences in the method of com- 
paring farm and retail prices. For these reasons, no detailed compari- 
son was attempted. 


Bacon 


Bacon is one of the main pork products and as such makes up 
approximately 15% of the hog carcass. Over the period of study, the 
per capita consumption of bacon in large urban centres was about 7.8 
pounds per year. Consumer expenditures on bacon over the same period 
amounted to about 24% of expenditures on all pork products. Over the 
period 1954 to 1957, approximately 50% of the bacon was sold sliced and 
the proportion of sales of sliced bacon has increased during these four 
yearse 


15. The Seasonal Pattern of Frozen Bellies in Storage, First Business 
Day of the Month 


Stocks of frozen bellies are normally built up during the win- 
ter months to a high point in May, and are withdrawn from storage from 
June to October, a period of lower marketings, and processed into bacon. 
It may be noted at this point that previous to the decade of study, it 
took from three weeks to one month to cure bacon and, at present, by an 
injecto process bellies may be cured in two or three days. The season= 
al pattern of frozen bellies in storage is shown in Table 12, 


TABLE 12. INDEXES OF MONTHLY PATTERN OF FROZEN BELLIES IN 
STORAGE, CANADA, 10“YEAR AVERAGES, 1949 TO 1958 


(Average for 10 Years = 100) 


Jane Feb. Mar. r. Ma June Jul Auge Sept. Oct. Nov. Dec, 


8669 105.0 121,58:151 63 178k L72s601 51.3" 100.4 LB oo 769s 20.6) hed 


Source: Adapted from D.B.S., Stocks of Food Commodities in Cold Storage 
and Other Warehouses, Ottawa, Annual. 


16. Comparison of the Seasonal Pattern of Retail and Wholesale Prices 


of Bacon and B] Carcass Prices 


Table 13 illustrates monthly changes of the retail and wholee- 


1 The Dominion Bureau of Statistics started to report separately the 
sales of bacon, sliced and not sliced from 195k. 
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sale prices of bacon and B] carcass prices. Generally the changes in 
prices of B] hog carcasses are reflected in the retail and wholesale 
prices of bacon. There is, however, a time lag in the movement of re- 
tail and wholesale bacon prices behind the movement of hog carcass pri- 
ces. This would seem to be partly explained by the time elapsed between 
buying the carcass and selling the bacon, caused by storage and proces- 
sing. Of the three sets of prices, as given in Table 13, hog carcass 
prices show the largest variations and thus have a tendency to swing 
more rapidly upwards and downwards. Next are wholesale prices which 
tend to change more rapidly in both directions than the retail prices. 
The result is a narrowing of the retail bacon margin in the seasonal up- 
swing of prices and a widening on the seasonal downswing. On the whole, 
the prices are above their annual average during the summer and early 
autumn and below their average during the winter and early spring. 
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DAIRY PRODUCTS 


1. Characteristics of Milk and Milk Products 
Affecting their Price and Cost of Marketing 


Raw cow's milk contains about 87% water and about 13% solids. 
The solids are divided into about 33% fat and 94% non-fat solids, the 
latter being in the form of proteins, calcium, phosphorus and ribofla- 
vine 


Milk is used in many ways: as fluid milk, in manufacture of 
butter (creamery, dairy and whey), ice cream, cheese (cheddar, process 
and other types), concentrated products (whole milk products and milk 
ea aaane and used on the farm (farm-home consumed and fed to live~ 
stock). 


Milk is a highly perishable product, which means that special 
care must be used from the time it is produced until it is in the hands 
of the consumers in either the fluid form or one of the manufactured 
forms, This special care in handling of milk, as well as other neces 
sary marketing operations, has a definite bearing on the costs and the 
farmeretail spreads of dairy products in general. 


The marketing of fresh milk includes three major functions «= 
assembly, processing and distribution, which in many cases are performed 
by the same firm. In these three operations the biggest cost factors 
are payrolls and containers. 


The marketing of manufactured milk products includes by and 
large the same three major functions, but these are usually performed by 
different firms and necessitate various and more expensive operations. 
All these additional operations make the costs of processing and markete 
ing of manufactured milk products, other than butter, higher than of 
fluid milk and, therefore, the spreads are larger. 


2e Dairy Products Regulations and Marketing Channels 


Fluid milk is usually consumed within the district of produc~ 
tion, while many of the manufactured dairy products enter interprovin- 
cial and export trade. Consequently, there are local, provincial and 
federal regulations that apply to milk and milk products. 


Local by-laws regulate the supplying of milk or manufactured 
milk products and they make provisions for the care, handling, storage, 


transportation and distribution of these products. 


Generally, provincial regulations apply to the entire milk ine 
dustrye In some provinces, however, these regulations apply only to the 
production and marketing of fluid milk and cream. 
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All manufactured dairy products are governed by regulations 
under the Canada Dairy Products Act. According to the federal regula- 
tions, grade names, standards, packing and marking are prescribed for 
creamery butter, cheddar cheese and dry skimmed milk and each of these 
products must be graded before entering into interprovincial or export 
trade. Dairy products for which grade names are not established, such 
as dairy and whey butter, ice cream, all varieties or kinds of cheese, 
other than cheddar, and concentrated milk products, other than dry skim- 
med milk, are required to meet prescribed standards of composition, 
packing and marking before being exported or moved from one province to 
another. 


For marketing of dairy products a wide variety of packages is 
necessary. Fluid milk leaves the producer's premises in cans or in tank 
trucks. Fluid milk is sold to consumers in bottles or waxed paper con 
tainers. The sale of fluid milk by dairies takes three forms: (1) 
direct sale by home delivery; (2) sale through retail outlets; and (3) 
sale to institutions (hospitals, schools, etc.). 


Creamery butter leaves the processing plant in a solid pack of 
56 pounds, which requires parchment liners in either a wooden or fibre 
box. At retail, butter is sold by grade and brand names in one-pound or 
halfepound prints in parchment or specially treated paper. The sale of 
creamery butter is done from creameries to consumers, institutions, ree 
tail stores, wholesalers and jobbers, 


Cheddar cheese is packed in cylindrical form or square-type 
packages. To the consuming public cheddar, as well as all other variete 
ies of cheese, is sold mostly in packages of one-pound or less. The 
marketing channels for cheese are similar to those for butter, 


Evaporated milk is sold mostly in l6é-ounce tins. Dry skimmed 
milk is packed in paper bags with polyethylene liners. Consumeresize 
packages are mostly of paper, made up of one, three and five=pound 
sizes. The manufacturers of concentrated milk products put these pro- 
ducts either under their own or buyers’ brands. 


3. Production and Utilization of Milk and Milk Products 


Total milk production in Canada shows a general upward trend 
that continues for several decades. There were, however, short periods 
in the past when the production was on the decline. Also, the last de- 
cade 1949~58, had two distinct periods. From 1949 until 1952, the total 
milk production was decreasing, but since 1953 it has been increasing, 
and in 1958 it attained an all-time record of 18 billion pounds. 


The increase in total production, as well as the increase in 
average production per cow, is closely connected with higher quality of 
dairy cattle, better feeding and better management of dairy herds. The 
recent higher results are obvious, because the total milk production is 
much higher than that in the 1930's, although at that time the number of 
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milk cows was higher than at present by more than half a million head. 


These rather significant changes in the total milk production, 
production per cow and the number of milk cows over the decade 1949-58, 
are given in Table l. 


TABLE 1. TOTAL MILK PRODUCTION, NUMBER OF MILK COWS AND 
PRODUCTION PER COW, CANADA, 1949 TO 1958 


Index of 

Total No. of Production Total No. of Production 
Year Production Milk Cows er Cow Production Milk Cows er Cow 

(million (millions) (lbs.) 1949 = 100) 

lbs.) 

1949 15,915 Br eit 917 100 100 100 
1950 15,322 3 11g 4,912 96 96 100 
1951 55 310 2,973 5150 96 92 105 
1952 155309 3,006 3,093 96 93 104 
1953 16,036 3,084 5200 100 95 106 
19blia. Le; 526 Bice 55297 104 96 108 
1955 16,946 Bgi50 5,380 106 97 109 
1956 16,966 3,160 5 369 107 98 109 
1957 17,306 3,147 5yh99 109 a 112 
19588 18,057 3,129 Sg 113 97 117 


a Preliminary. 
Source: D.B.S., Dairy Statistics, Ottawa, Annual. 


An outline of the overall picture of the Canadian dairy indus- 
try over the last 10 years is presented in Table 2 which shows the total 
milk production and the proportion of its utilization in manufacture, 
fluid sales and home use. 


In Table 2 we can see that between 39% and 44% of milk has 
been used in manufacture of creamery butter and close to 30% for fluid 
milk consumption. These two products are the most important in the to- 
tal utilization of milk, because over the period 1949858, they have ace 
counted for about 75% of the total milk produced. The remainder of 
about 25% of the milk was used in the manufacture of cheese, concentrae 
ted products, ice cream, dairy butter and for farm consumption. Within 
this group we notice the growing importance of concentrated milk prod- 
ucts and ice cream and the substantial relative decline in production 
of dairy butter and to a lesser degree, of cheese. Milk used on farms 
for home consumption and livestock feeding has shown only a slight re- 
lative decline. 


Table 3 shows that from 1949 until 1951 there was a decline in 
production of creamery butter, but since 1952, the production has in- 
creased, and in 1958 it reached an all-time record of 336.1 million 
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TABLE 2. TOTAL MILK PRODUCTION AND UTILIZATION AS PER CENT OF 
PRODUCTION, CANADA, 1949 TO 1958 


Used in Manufacture Concen- Used on Farms 
Fluid trated 
Sales Milk & 
Calendar Produce Milk & Creamery Ice Dairy Other 
Year tion Cream Butter Cheese Cream Butter Purposes® 
(million (2) (%) (2) (Z) (2) CZ) 
Ibse) 
1949 Nee hte: 250% 41.2 8.5 7.0 hob 10.6 
1950 P5\ S22 eat 140.0 led 7.6 he2 12.0 
195i L5,oL0 30.2 5963 609 8.6 hel 10.9 
1952 155009 28 o3 4209 Ded 9.0 304 11.0 
1953 16,036 28 4 Fv De, §.3 208 10.6 
1954 16,528 28 25 Lh 3 6ex 8 e2 2e4 10.4 
ro 55 16,946 29.3 4.0 Del 8.6 Pa Wt 10.3 
1956 16,966 30.9 41 8 Gel 8.9 139 10.4 
1957), 17,306 SUE 41.0 720 EES Ler 10,9 
1958 £85057 30.4 43.6 662 8.6 15 Fer 


a Includes milk consumed in farm homes and fed to livestock. 
b The figures for 1958 are preliminary. 


Source: D.B.S., Dai Statistics, Ottawa, Annual; The Dairy Review, 
Ottawa, Monthly. 


TABLE 3. PRODUCTION OF PRINCIPAL DAIRY PRODUCTS, CANADA, 1949 TO 1958 


Creamery Cheddar Fluid Milk 
Year Butter Cheese & Cream Ice Cream 
million lbs. million 
gals.) 
1949 279.8 116.9 4546800 28 
1950 26465 9767 454565 238 
1951 Zolee 88.8 4,618.5 Pay yt 
1952 280.7 67.8 hy 32604 2763 
1953 502.6 [637 hy 548e1 28.8 
1954 B13 62 85-3 Wy TLI66 28.6 
1955 318.6 80.0 4,961.8 324 
1956 303 3 Bhe7 5 23400 3302 
LOD. 303.4 99.0 5,386.6 35a 
19584 336.2) 90.5 554915 36.5 


a Preliminary. 


Source: D.B.S., Dairy Statistics, Ottawa, Annual. 
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pounds. Cheddar cheese production showed a similar decrease at the be- 
ginning of the decade, and in 1952 its production dropped to the lowest 
level in several decades, However, since 1953 the production has in- 
creased and in the last five years it has been maintained at the level 
between 80 and 100 million pounds. 


Between 1949 and 1958, the sales of fluid milk and cream in- 
creased from 4,468.0 million pounds to 5,491.5 million pounds. This in-~ 
crease in consumption, however, was due to the increase in population 
since the per capita consumption has shown a slight decline for some 
time. Ice cream was the only product that showed a substantial increase 
over the whole period. 


Although there are several concentrated milk products, only 
four are produced in large quantities, as is shown in Table 4. Of these 
four principal concentrated milk products, skimmed milk powder showed 
the biggest production increase, rising from 64.3 million pounds in 
1949, to 186.8 million pounds in 1958. Also, the production of whole 
milk powder and evaporated whole milk showed a substantial rate of ine 
crease. Evaporated whole milk and skimmed milk powder account for over 
80% of the production of this group. 


TABLE 4. PRODUCTION OF PRINCIPAL CONCENTRATED MILK 
PRODUCTS, CANADA, 1949 TO 1958 


Evaporated Condensed Whole Milk Skim Milk 
Year Whole Milk Whole Milk Powder Powder 


(million pounds) 


1949 231.3 235.5 162 64.03 
1950 256.5 Wd 1557 5b 5 
£951: 29064 Oe 5 ele 52.8 
1952 30567 16.6 16.0 88.2 
1953 272.0 18.5 Desi? 82.9 
1954 280.3 1306 18.8 83.3 
1955 29409 LGe2 2029 8761. 
1956 30562 7 s2 20.6 79.0 
1957 316.8 Ves7 2331 120.7 
19582 310.2 earn. 19.7 186.8 


a Preliminary. 


Source: D.B.S., Dairy Statistics, Ottawa, Annual. 


he Domestic Disappearance 


During the past decade, no substantial changes occurred in the 
overall domestic disappearance per capita of dairy products. 
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The last column of Table 5 shows that for the whole period, 
annual domestic disappearance of all dairy products in terms of fluid 
milk, has shown a slight and almost continuous decline over the period. 


TABLE 5. DOMESTIC DISAPPEARANCE OF DAIRY PRODUCTS, 
CANADA, 1949 TO 1958 


All Dairy 
Whole Fluid Products 
Total Total Milk Milk By» Ice Milk & in Terms 


Year Butter Cheese Products products Cream Cream of Milk 


(pounds per capita) 


1949 0 2201 563, ort 1605 542 949: cok 2.8 y NAL 50LGes 
1950. 22.3 5bdoe A%8 548 Sabeeeenacl ll Sb) nly O6217 
1951 212 Sot 20.0 635 91 4056 1,033.8 
1052: == 2007 Stas <a0es 549 Yelin Mess) LOWS 
1953-2046 (Stig EE one ile me 39s Ole 
1954 2004 Giles Ea 20 720 Sprite Oe ane ore 
1955-2063 Ose oes Tulea wm 10st @ E3osol 51, 00les 
1956 2005 Boiron Matt WOMOMLe 395SeAl 1, O1ass 
oS 20.3 6.6 Riel WES 10.6 390.5 1,010.6 
19584 19.1 ra pupae 6) 869 1008 386.2 984.03 


a Preliminary. 
Source: D.B.S., Dairy Statistics, Ottawa, Annual. 


There are, however, definite changes in the consumption trends 
of particular dairy products, Although total production of creamery 
butter is increasing, and in 1958 it attained an all-time record of 
336.1 million pounds, consumption per capita is irregularly declining. 
The 1949 per capita consumption of butter was 22.1 pounds and in 1958 
it dropped to 19.1 pounds, which represents close to 14% decrease. In 
comparing 1958 with 1957, the decrease per capita was about 1.2 pounds 
which is a 6% decrease. In total consumption this means that in 1958 
Canadians consumed 20.4 million pounds less of butter than in 1957. 

This decrease in 1958 was probably caused by an increase in retail pri- 
ces for butter, which in turn was caused by the increase in price -sup= 
port for butter from 58¢ per pound to 64¢ per pound. At the same time 
total disappearance of margarine increased from 73 million pounds in 
1949 to 145 million pounds in 1958. On per capita basis, the consump- 
tion of margarine increased from 5.4 pounds to 8.5 pounds, which is 
57e4%- The increase in per capita consumption of margarine in 1958 over 
1957 was close to 9%. In 1949 the combined butter-margarine consumption 
per capita was 27.5 pounds and in 1958, it was 27.6 pounds. 


Also, the per capita consumption of fluid milk shows a slow 
and almost steady decline. It dropped from 412.4 pounds in 1949 to 
386.2 pounds in 1958. As butter and fluid milk represent close to 
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three-quarters of the total milk production, it seems that with increas- 
ed production the stocks of dairy products will also increase. At the 
end of 1958, the stocks of creamery butter had increased by 24 million 
pounds over 1957 and were only seven million pounds lower from an all- 
time high of 101 million pounds in 1955. 


The consumption of other dairy products including cheese, ice 
cream and concentrated milk products, shows a definite upward trend. 
For dry skimmed milk, especially, there has been a great increase in 
production and in per capita consumption. The per capita consumption 
of milk by-products was 71% higher in 1958 than in 1949. A very impor- 
tant development in the dry skimmed milk industry has been the "instant" 
type of milk powder. This development has been a contributing factor to 
the increase in household consumption. 


5 Exports and Imports of Dairy Products 


Until the end of World War II, Canada was an exporter of large 
quantities of cheddar cheese which were sent almost exclusively to the 
United Kingdom. However, in the past few years, Canada has been export- 
ing relatively small quantities of cheddar cheese, evaporated milk and 
whole and skimmed milk powder. Of all these products the exports of 
whole milk powder show a considerable increase over the decade and the 
export of evaporated milk shows a strong decline, dropping from 33.6 
million pounds in 1950 to 3.2 million pounds in 1958. Exports of skim 
med milk powder and cheese show great variations from year to year, 
which indicates that their markets are very uncertain. Table 6 presents 
exports and imports of dairy products over the decade 1949-58, 


The biggest obstacle to the export of Canadian dairy products 
has been high prices, which make sales on international markets very 
difficult. Table 7 shows wholesale prices of butter and cheese in Can» 
ada and in some selected countries. All prices are expressed in Canadi- 
an currency in order to facilitate comparisons, It can be seen from 
Table 7 that it was difficult for Canadian butter and cheese to compete 
with any major producing country during the whole of 1958. Also, in 
other recent years, Canadian prices were higher. 


Imports of dairy products have never been high, except for cer= 
tain varieties of cheese and for creamery butter, due to temporary 
shortages, as for example, in 1951 and 1952. Because of the support 
price for creamery butter, cheddar cheese and skimmed milk powder, ime~ 
ports of these products are restricted by import permits. 


6. Geographical Pattern of Milk Production 


Dairying is carried on in all parts of Canada, but it is not 
evenly dispersed among the provinces. The provinces of Ontario and 
Quebec, taken together, account for over two-thirds of the total milk 
production in Canada. Second in importance are the Prairie Provinces. 
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TABLE 6. EXPORTS AND IMPORTS OF DAIRY PRODUCTS, 
CANADA, 1949 TO 1958 


orts Imports 
Evapora—- Conden- Milk Powder 


Year Butter Cheese ted Milk sed Milk Whole Skim Butter Cheese 


(million pounds) 


1949 veo 5207 20.5 16.0 Sore 29 er Det Zeok 
1950 Loaf, 6 an 33.6 Sie, 9e2 92 a 10.2 
LOL 0) 30.7 216 8.3 1061 1.0 179 abs ey 
1952 09 201 19.9 61 16 Oe 82867 be6 12.1 
1953 ee 16.4 oer Wwe ESS, e355 a Ae 
1954 ol 50 653 1.8 Lies “LOS a 509 
1955 Tol 136k 563 Les Get 509 a WAAL 
1956 Lait iB) (oii 2.6 Efe 509 a 9.0 
1957 a Sas heb Ad 16 okt aL. a 9 ok 
1958 a 15.5 Oe2 nil yee antes a bhi 


a Less than 50,000 pounds. 
b Preliminary. 


Source: D.B.S., Trade of Canada, Ottawa, Annual. 


247 


TABLE 7. QUARTERLY WHOLESALE PRICES FOR BUTTER AND CHEESE 
IN CANADA AND IN SELECTED COUNTRIES, 1958 


(cents per pound) 


BUTTER: 


Canada: 
Wholesale solids, lst grade, 
Montreal f.oob. 
Denmark : 
Jobber's price for "Lur-branded" 
butter, Copenhagen 
Netherlands: 
Creamery, ex-factory, Leeuwarden 
United Kingdom: 
New Zealand, lst grade, wholesale 
price, London 
Danish, wholesale, London 


CHEESE: 


Canada: 
Cheddar, lst grade, white, Montreal 
Denmark : 
"Lurebranded" first quality, 
Copenhagen 
Netherlands: 
Full-cream Gouda, ex-factory, 
Leeuwarden 
United Kingdom: 
English white (selected), London 
Canadian, finest white, London 
New Zealand, finest white, 
waxed, London 
Dutch, fullecream Gouda, London 


First 


62 


33 


49 


30 
33 


33 


22 


22 


19 
oF 


18 
31 


Second 


63 


23 
40 


Zo 
27 


32 


20 


19 


20 
a9 


uo 
27 


Third 


3h 


19 


2h 
36 


22 
ao 


Fourth 
Quarter Quarter Quarter Quarter 


63 


36 


33 


23 


25 


36 
Si 


3B) 
a9 


Source: Canada Department of Agriculture, Agriculture Abroad, Vol. 


XIV, No. 2, April 1959. 


Over the decade 1949-58, Quebec's share in Canada's milk production has 
increased from 31.0% to 33.7%, while for the same period, the Prairies 
have shown a relative decrease from 24.5% to 22.4%. 
Ontario, British Columbia and the Maritimes, as shown in Table 8, have 


changed only insignificantly. 


The shares of 


The main factors on the demand side contributing to a consi# 
derable development of dairying in Quebec and Ontario have been the 


proximity of big cities and industrial centres. 


82479—17 


And the main factors 
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on the supply side affecting the location of dairying were adequate 
rainfalls, enabling the economical production of grasses for cattle 
feed, and the suitability of the land. 


With population increases and the changes in consumption of 
particular dairy products, there have been general changes in the utili- 
zation of milk. In several provinces a steadily increasing percentage 
of the milk has been disposed of in the fluid milk market or used for 
making concentrated milk products and ice cream, while smaller percent~ 
ages have been used for making creamery butter and for consumption on 
farms. This shift is of importance to the producers of milk because the 
price for fluid milk is higher than for milk used for making butter or 
cheesée 


TABLE 8. TOTAL MILK PRODUCTION, CANADA AND PROVINCES AS 
PER CENT OF CANADA, 1949 TO 1958 


Maritime Prairie British 

Year CANADA Provinces Quebec Ontario Provinces Columbia 

million per cent 

pounds) 
1949 15,918 6.9 31,0 3305 2h) hel 
1950 15,322 6.9 3165 330k 2hel hel 
1951 15310 6.8 SAGs Sel: 2he2 heh 
1952 155309 6.7 Bier 3307 236 ho3 
1953 16,036 6.8 31.9 33's> 233 hed 
1954 16,528 6.8 320k 334 2207 hel 
1955 16,946 66 33.0 BaD PS heb 
1956 16,966 6.5 oer S302 224% Lod 
1957 17,306 S63 3309 Boee 22eL hed 
1958 18,057 Gel BB eit 3360 220k hed 


Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 


Table 9 shows the total production of butter in Canada and the 
relative importance of particular provinces. Over the whole period, 
Quebec has been the biggest producer of butter and it is the only proe 
vince whose share in Canada's butter production continues to increase. 
The Prairie's share as the other major surplus butter producer, decrease 
ed from 31.5% in 1949 to 26.9% in 1958. 


Also, the production of cheddar cheese has shown some signifi- 
cant changes over the period, and these are shown in Table 10. Ontario 
has remained the principal cheese producer, not only in the last decade, 
but since the beginning of commercial production of cheese in Canada. 
However, over the last decade, its share in Canada's cheese production 


has shown a decrease from 72.7% to 68.5%, and that of Quebec has in- 
creased considerably, particularly in the last three years. 


Dairy products, which rank as the third major contributor to 
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TABLE 9. CREAMERY BUTTER PRODUCTION, CANADA AND PROVINCES 
AS PER CENT OF CANADA, 1949 TO 1958 


Maritime Prairie British 

Year CANADA Provinces uebec Ontario Provinces Columbia 

(million (per cent) 

pounds) 
1949 279.8 6e7 3304 2607 Ble 1.6 
1951 ep ge 6.6 B5.0> 2068 30.8 1.0 
1952 28007 6.0 3604 28 el 28 1 Led 
1953 302.8 605 Sheds oiled Ziel 1.8 
1954 31302 6e7. 3802 26.6 26.2 203 
1955 318.6 604 3961 2604 26st: 1.9 
1956 303 3 Sep) 40.3 2602 ae9 1.0 
1957 303 4 662 hOe2 2505 271 1.0 
1958 336.1 BP ts) 3927 26.6 26.9 1.0 


Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 


TABLE 10, CHEDDAR CHEESE PRODUCTION, CANADA AND PROVINCES 
AS PER CENT OF CANADA, 1949 TO 1958 


Maritime Prairie British 

Year CANADA Provinces Quebec Ontario Provinces Columbia 

million per cent 

pounds) 
1949 116.9 1.4 2102 7207 he ok 
1950 OT et. eS 21.0 72.0 eT 06 
1951 88.8 205 18,2 The2 Heol o7 
1952 678 2eL 16.5 ENS 502 of 
1993 LOew i sf 14.1 78.0 SRY 9 
1954 85.3 Pap 6) 18.2 The2 he 9 
1955 80.0 1.8 18.9 The hel 9 
1956 84.7 1.9 26.0 6729 LIAS) on 
1957 99.0 1.8 28 ok 66.0 BY cat | 
1958 90.5 Teo 2643 68.5 Ze) 9 


Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 


82479—17% 
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farm cash income in Canada are of leading importance to some of the 
provinces. In Quebec and British Columbia the farm cash income from 
dairying is the largest of all farm product groups, and in Ontario and 
the Maritime Provinces it is the second largest source of farm income, 


7e Seasonal Variations in Production and Prices 


The extreme climatic differences between the winter and sume 
mer seasons in Canada have established a seasonal cycle in milk produce 
tion and in farm prices for milk. Table 11 indicates these seasonal 
changes in production and farm prices over the decade 1949=58. 


TABLE 11. INDEXES OF MONTHLY VARIATIONS IN MILK PRODUCTION 
AND FARM PRICKS, CANADA, 1949 TO 1958 


(Annual Average = 100) 


1949-58 Monthly Average 
Average Farm 


Prices for All 


Month Production Dairy Products 
Jane 65 112 
Febe 60 113 
Mar. 76 109 
Apr. 96 99 
May Meo 92 
June 145 88 
July 138 89 
Auge 129 91 
Septo ds gy) 93 
Octe 102 98 
Nove 79 106 
Dec. 72 a 


Source: Adapted from the D.B.S., The Dairy Review, Ottawa, Monthly. 


From November until April milk production is well below avers 

agee In February the production is at its lowest level, being about 40% 
below the average. From April milk production starts to increase sharp 
ly, reaches its peak in June and then decreases sharply also and reaches 
the average level in October, The farm prices follow a similar trend, 
but in the opposite direction, They are highest in February and lowest 
in June. However, the variations in farm prices are less pronounced as 
their variations are only 13% above and 12% below the annual average. 


These seasonal variations, however, in the total milk produce 
tion and the average farm prices for all dairy products cannot be ape 
plied with the same degree of validity to all particular dairy products. 
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Of the whole group fluid milk shows the smallest variations and creamery 
butter the largest. Because these two products together account for 
about 75% of the total milk, they will be analyzed separately. 


Table 12 shows monthly variations in the quantity of fluid 
milk sold and the farm and retail prices over the period 1949#58. 


TABLE 12. INDEXES OF MONTHLY VARIATIONS IN THE SALES OF FLUID 
MILK AND THE FARM AND RETAIL PRICES, CANADA, 1949 TO 1958 


(Annual Average = 100) 


1949-58 Monthly Average 


Fluid Milk 
Month Sales Farm Prices Retail Prices 
Jane 99.0 100,0 9760 
Febo 9he3 100.0 99.5 
Mare 104.7 99.8 SS, 
Apr 99.6 So eD rS) 
May NONE // 98.5 99> 
June 9765 98 06 100.0 
July 9705 98.06 100.0 
Auge 99 3 99 eb 100.0 
Septe 99.0 99.8 100.0 
Octe 102.9 LOU 52 100.5 
Nove 100.8 102.1 101.4 
Dece TOs .2 102.3 101.9 


Source: Adapted from the D.B.S., The Dairy Review, Ottawa, Monthly. 


Farm and retail prices for fluid milk show small seasonal var- 
iations. Retail prices are slightly lower than the average between 
_ danuary and May; during the summer they equal the annual average and at 
the end of the year they show a slight increase. The difference between 
the highest and the lowest retail price during the season is 2.4%, 


Farm prices are the lowest between May and July and then fol- 
low the pattern of retail prices. Fluid milk sales show relatively 
larger variations. They are the lowest in February, when the total milk 
production is the lowest; then they increase sharply in March and reach 
their seasonal peak, During the summer months fluid milk sales are be- 
low their annual average and toward the end of the year they approach 
their second peak, There are two main reasons why farm and retail prie 
ces do not show any appreciable seasonal variations. One is, that the 
consumption is fairly stable and the other, that the farm and retail 
prices are regulated in some of the provinces by the Provincial Milk 
Boards. Especially with regard to farm prices, all provinces exert 
some degree of control in establishing a minimum price. In British 
Columbia and Ontario farm prices are fixed according to special formulae 
which take into account relevant economic factors, such as changes in 


252 


the general price level, changes in the price of factors of production, 
and the quantity of milk sold on the fluid market in relation to the to- 
tal quantity of qualifying milk. In other provinces farm prices for 
fluid milk are negotiated between the producers and the distributors and 
once approved by the Milk Boards, cannot be changed without a new appro- 
val of the Boards. 


Creamery butter is one of the dairy products which shows clear 
seasonal variations in production and in prices. Cheddar cheese and 


concentrated milk products show a similar pattern of seasonal variations. 


Table 13 indicates the pattern of seasonal variations in pro- 
duction and prices of creamery butter over the decade 1949-58. The 


TABLE 13. INDEXES OF MONTHLY VARIATIONS IN PRODUCTION AND FARM 
AND RETAIL PRICES FOR CREAMERY BUTTER, CANADA, 
199 TO'195S. 


(Annual Average = 100) 


1949-58 Monthly Average 


Month Production Farm Price Retail Price 
Jane 419 LOB ea 102.6 
Febo 36 eh 103.1 103.1 
Mar. 52.0 104.5 103.5 
Apre 85 ol et 102.6 
June WS eu) 96.6 9669 
July 16664 9669 96.8 
Auge 151.8 9766 97 el 
Sept. A319 98.6 98 62 
Octe 105.8 99 08 here e 
Nove 66 64 LOkely 100.2 
Dec. 5 lek: 101.8 1.01i5 
Source: Adapted from the D.B.S., The Dairy Review, Ottawa, Monthly. 


production is well below the annual average from November until April, 
rises sharply above the average in May, reaches its peak in June as does 
milk production, and then declines sharply and reaches the annual aver-~ 
age in October. The variations in farm and retail prices, although sea- 
sonally clearly marked, are much smaller than the variations in produc- 
tion, The reason why the farm prices show such stability is the federal 
government policy to support creamery butter prices, which has been in 
effect since 1949. In the absence of government price supports, over- 
production of creamery butter which occurs each summer would certainly 
force prices down much more than has been the case with the support. 


There have been in effect for some time support prices for 


ee ee wees 


| 
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cheddar cheese and skimmed milk powder. This action has also had a sta- 
bilizing effect on farm prices for that part of milk used in manufacture 
of these two products. Milk used in manufacture of ice cream and con~ 
centrated milk products, other than skimmed milk powder, was not subject 
to any support and its prices were adjusted according to supply and de- 
mand conditions. 


8, Year-to-year Variations in Farm and Retail Prices 


Over the period under study, farm prices for milk utilized in 
various dairy products have shown considerable year-toeyear variations. 
These changes in prices were caused by several factors such as annual 
production, availability of the product at certain periods, and domestic 
and foreign demand. On the whole, however, the average price for all 
dairy products has shown an upward trend. This upward trend has been 
wellepronounced since 1954, and at the end of 1958 the average farm pri- 
ces were 15.8% higher than in 1949. 


The farm prices for various dairy products, as well as their 
index numbers, are shown in Table 14. 


The year-toeyear fluctuations in retail prices for particular 
products did not always follow the corresponding farm prices. However, 
except for 1952, average retail prices for dairy products as a group 
followed an upward trend similar to the average farm prices for all 
dairy products, but the rise at retail was more pronounced. Annual 
fluctuations in retail prices of the main dairy products are shown in 
Table 15. 


9. Measurement of the Price Spread 


The estimates of price spreads on dairy products, as presented 
in this study, are based on average prices for Canada and relate to the 
decade 1949-58. In general, these estimates show farmeretail spread and 
the farmer's share of retail equivalent value. However, when wholesale 
or manufacturing prices are available, as for creamery butter and evapo- 
rated milk, then the gross spread is subdivided into marketing stages. 


In addition to price spread estimates for the country as a 
whole, this study includes three estimates of price spreads on creamery 
butter and skimmed milk powder that apply to particular cities. Also, 
an attempt has been made to show the price spread and the average farm- 
er's share for the whole dairy products group. 


The Price Spread _on Fluid Milk 


The summary of calculations of farmeretail spreads on fluid 
milk are shown in Table 16. Over the whole period the farm and retail 
prices have been rising at unequal rates. The rise of the retail prices, 
however, has been faster and this made the farmeretail spread larger and 
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TABLE 14. AVERAGE PRICES OF DAIRY PRODUCTS SOLD 
BY FARMERS, CANADA, 1949 TO 1958 


a 


Milk for 

ALL Creamery Cheese Other Mfg. Fluid 
Year Products Butterfat Milk Products Milk 

S/cwte ¢/1b. /cwbe $/cwt. $/cwte 
LAY 2066 60.1 2045 2.69 3.85 
1950 2.63 56.2 Zend 261 3e9L 
£OoT Zeal 6504 2074 3.09 4.08 
Ie 2.90 61.8 2a16 2576 439 
1953 2.86 61.62 2elh 205k hed 
1954 2684 60.6 2020 Zee 437 
Ne 28D 60.2 Para Gh; Zee 4.33 
1956 2.90 59.8 2047 Pave Hele 
LODZ 3-00 61.8 Ze? 2081 he 53 
1958 3.08 66.0 2.60 2.88 462 

Price Relatives 
(1949 = 100) 

VOLO 100.0 100.0 100.0 100,0 100.0 
1950 98.9 O32 62 91.0 97.0 101.6 
1951 i i Ne ra 108.8 7,8 114.9 106.0 
1952 109.0 102.8 88.2 102.6 114.0 
LDS 1075 101.8 873 Gh ek 114.5 
1954 106.8 100.8 89.8 Fs ot 1A 
1955 107.1 100.2 88.6 9301 ELS 5 
1956 109.0 Teo 100.8 96.3 112.2 
AS ey 112.8 102.8 10567 TOL ALT 7 
1958 115.8 109.8 106.1 107.1 120.0 


a a 
Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 
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TABLE 15. AVERAGE RETAIL PRICES OF DAIRY PRODUCTS, 
CANADA, 1949 TO 1958 


i 


Plain 

All Creamery Processed Evaporated Fluid 

Year Products Butter Cheese Milk Milk 
¢ ley ¢ s-lbe ¢ 16-OZe ¢ OQte 

tin) 

1949 64.06 29.02 14.8 17.8 
1950 60.3 29.0 1406 18.3 
1951 6728 320k 16.1 19.6 
1952 6662 33.8 1604 21 1: 
1953 65.0 33.0 15 eh Zed: 
1954 64.0 3220 154 Alfek 
1955) 6ho1 3209 rel PARE 
1956 6365 Se ry 1428 21s2 
LOD. 65.7 35.6 Lee 2265 
1958 6902 3569 16.2 2302 

Price Relatives 
(1949 = 100) 

1949 100.0 100.0 100,0 100.0 100,0 
1950 99.67 933 9963 98.6 102.8 
1951 108.6 105.0 145.0 108.8 110.1 
1952 L363 10265 115.8 110.8 12.8165 
a953 oy Fi 100.6 113.0 1OLel 118.5 
1954 111.8 9961 141.6 104.1 118.5 
1955 111.9 9942 ligs/ 102.0 11895 
1956 1121 98 23 1154 100.0 119.61 
1957 116.2 LOL6t7 L269 106.1 126.4 
1958 122 65 107.1 12269 109.5 13023 


Source: Dominion Bureau of Statistics. 


82479—18 
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TABLE 16. SUMMARY OF CALCULATIONS OF FARM-RETAIL SPREAD 
ON FLUID MILK, CANADA, 1949 TO 1958 


Retail 

Equivalent Farmer's 

Value of Farme Share of 
Calendar Retail LOORLD. Farm Retail Retail 
Year Price Farm Sale® Price Spread Value 

(¢/qte) (3) (S/cwte) S) (2) 

1949 17.8 6.70 3285 Zec> 57 0D 
1950 18.3 6.89 3.91 2.98 5Ger 
1951. 19.6 7238 4.08 3230 553 
1952 PALA 7.94 439 3655 ber, 
1958 bie 79h ekl 3253 SI) 
LOOK 2lel 794 437 2657 55 20 
L955 PAG BL ToI9k 433 3.61. 5h ed 
1956 PAW 7.98 432 3266 Shel 
EOD e 220) 8.47 4ed3 Sek 5365 
1958 Lie 8.73 4.62 Kell 5209 


a 100 pounds of milk equal 37.63 quarts, after deducting 3% for 
wastage. 


Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 


the farmer's share smaller. The main cause in the widening of the farm 
retail spread has been the rising cost in the marketing operations of 
fluid milk which include assembly, processing (pasteurization and homo- 
genization), bottling and distribution. In all these operations labour 
is a very important cost factor because in each of them it makes up a 
major part. Besides the labour, there are several other elements which 
make up part of the marketing costs and which have also added to the 
widening in the farmeretail spread. Among these expenses that contribu- 
ted to the rising operating costs were containers, depreciation, propere 
ty taxes, repairs and the use of more mechanical equipment, and adver- 
tising. 


Of all dairy products, the farmeretail spread for fluid milk 
showed the biggest increase over the last decade. The increase in the 
spread for fluid milk was 44%, plain process cheese 34%, evaporated milk 
11%, and creamery butter showed a decrease of 2%. 


The Price Spread _on Evaporated Whole Milk 


The calculations of the farmewholesale-retail spreads on evape- 
orated milk are shown in Table 17. Over the period under study, the 
farmeretail spread on 100 pounds of milk going into the manufacture of 
evaporated milk averaged $4.00. The spread increased from $3.75 in 1949 
to $4237 in 1952, which was a record for the whole period, and then de- 
clined to $3.85 in 1956. Since then it has increased again. The farme 
er's share rose from 41.8% in 1949 to a maximum of 44.1% in 1951, then 
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it dropped to 37.6% in 1954, and by 1958 it was fairly close to a point 
where it had been at the beginning of the decade, The changes in the 
farmer's share were caused by the fluctuations in farm and retail prices 
that have occurred throughout. 


With regard to the spread itself, it would be of interest to 
mention its major causes. In order to make one pound of evaporated milk, 
203 pounds of fluid milk have to be used, and in addition, this milk has 
to be put through the manufacturing process and then canned, hermetical- 
ly sealed, packed in shipping cases, and transported to different places 
for distribution through various commercial channels. In all these 
operations the big items of expense are packing materials and supplies, 
wages and salaries, transportation, depreciation, taxes and advertisinge 


In breaking the farm-retail spread into farmewholesale and 
wholesale-retail, one observation should be made - that over the whole 
decade, the farm-wholesale spread did not show any substantial increase, 
whereas the wholesale-retail spread increased from $0.96 in 1949 to 
$1.34 in 1958. This means that the retail outlets have increased appre-~ 
ciably their markup on the sale of evaporated milk. 


The Price Spread_on Plain Processed Cheese 


From Table 18 one can see that for the most part, farm and re- 
tail prices for processed cheese follow a pattern similar to that of 
evaporated milk. The only difference is that retail prices for proces- 
sed cheese have shown a more pronounced upward trend and that made the 
spread larger and the farmer's share smaller over the whole decade. 


The farmer's share was 39.5% in 1949, then it dropped to 30.1% 
in 1952. In 1953 it started to rise again and in 1956 it was 34.54. In 
1957 and 1958 it has shown a slight drop again. The farmer's share on 
processed cheese is the smallest of all the principal dairy products. 
One of the reasons is that the processed cheese has to go through double 
processing operations. First, a cheddar cheese has to be made and then 
the cheddar is processed again with addition of several ingredients. 


The Price Spread_on Creamery Butter 


The summary cf calculations on creamery butter for Canada is 
shown in Table 19. Although both the farm and retail prices for cream- 
ery butter have shown wide fluctuations over the decade, and both have 
shown an upward trend, the increase in farm prices, particularly in 
1958, was greater than in retail prices, with the result that the farm 
er's share was larger in 1958 than in 1949. Creamery butter is indeed 
the only dairy product which has shown an increase in the farmer's share 
over the whole decade. In 1949 the farmer's share was 76.3%, then it 
increased sharply to 79.1% in 1951, and the following year it dropped to 
7605%- Since 1953 the farmer's share increased again and has remained 
at about 77% until 1958, when it rose to 78.2/. 


Over the entire period, the farmeretail spread on creamery 
butter has remained fairly stable and averaged 18¢ per pound. The sub- 
division of this total spread into marketing stages shows that the 
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TABLE 18, SUMMARY OF CALCULATIONS OF FARM-RETAIL SPREAD 
ON PLAIN PROCESS CHEESE, CANADA, 1949 TO 1958 


Retail 

Equivalent 
Value of Farmer's 
INO). Gs Farm Price Farme Share of 


Calendar Retail Farm Sale of for Cheese Retail Retail 


Year Price Cheese Milk? Milk Spread Value 
(¢/ Zelbe) (3) ($/ cwte ) CS) (4) 


1949 2902 6.20 2045 Bele 3925 
1950 29.0 6.16 2023 3093 36.2 
1951 324 6.88 aelet 4elh 39.8 
1952 33-8 Vado 2eLo 5602 3061: 
LS) 3360 700 2elo 4 e8h 30.6 
1954 32.6 6.92 2.20 Bete 31.8 
195) 3209 6.98 Zely Lol Bled. 
1956 OBe ft Lee 2047 4.68 Bh ed 
1957 3560 7.56 2059 497 3hek 
1958 3569 1962 2.60 5.02 B3hel 


a Conversion factor for process cheese: 4.71 lbs. of cheese milk 
equals 3-lb. process cheese. 


Source: Adapted from the D.B.S., Dairy Statistics, Ottawa, Annual. 
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wholesale-retail spread has been increasing, while the farm-wholesale 
spread has been decreasing. The retailer's share of the retail price 
increased from 4.1% in 1949 to 6.8% in 1958. 


The Price Spread_on Creamery Butter - Montreal 


The general trends in farm and retail prices for creamery but- 
ter in Montreal and Winnipeg have been very similar to those for Canada 
as a whole. In 1950 there was a general drop in prices of creamery but- 
ter at all levels - manufacturer, wholesaler, and retailer, The follow- 
ing year butter prices increased sharply, reached their first peak in 
the decade and then continued to decline until 1956. During 1957 and 
particularly 1958, butter prices started to rise rather sharply, and in 
1958 the retail and farm prices reached their highest level in the whole 
decade. 


The summary of calculations of farm-manufacturer-wholesale- 
retail spreads on creamery butter for Montreal are shown in Table 20, 
Over the period under study, the farmer's share increased from 80.3% in 
1949 to 83.3% in 1958. The farmeretail spread shows a downward trend, 
declining from 15.6¢ per pound in 1949 to 13.9¢ per pound in 1958. This 
general decline in farmeretail spread was caused by the decline in farm 
manufacturer spread. The wholesale-retail spread, which has remained 
fairly stable for most of the period, increased significantly in 1958. 


The Price Spread _on Creamery Butter - Winnipeg 


Table 21 illustrates the annual movements of butter prices in 
Winnipeg over the decade 1949-58. Whereas there has been a general ine 
crease in the farmer's share on creamery butter for Canada as a whole, 
and for Montreal as a particular area, the farmer's share for the Winni- 
peg area was the same at the end of the decade as it was at the begin- 
ninge Comparisons of the retail, wholesale and farm prices in these two 
cities show that during the whole decade, the retail prices of creamery 
butter were almost the same in both cities. Montreal wholesale prices 
were higher at the beginning of the decade by about 2¢ per pound, and at 
the end of the decade, Winnipeg wholesale prices were higher by about 2¢ 
per pound. Farm prices for butterfat in Manitoba and in the Prairies 
in general have been much lower than in Quebec. This difference in farm 
prices between two regions accounts for the difference in farmretail 
spread between Montreal and Winnipeg. Also, there has been a difference 
in trends of farmewholesale and wholesale-retail spreads between Winni- 
peg and Montreal. Over the decade, the farm-wholesale spread in Winnie 
peg has been generally increasing and the wholesale-retail spread de- 
creasing. In Montreal, however, the farm-wholesale spread has been de-# 
creasing and wholesale-retail spread increasing. Although the farm 
prices for creamery butterfat are much lower in Winnipeg than in Monte 
real, Winnipeg retail prices are no lower, 


The Price Spread _on Skimmed Milk Powder = Toronto 


There are no published retail prices for skimmed milk powder 
for Canada, and in view of that, full analysis of the farm-retail spread 
cannot be presented. However, on the basis of available retail prices 
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for the Toronto area for 1958, a measurement of the farmeretail spread 
for that city is made. 


The retail prices for skimmed milk powder at four Toronto 
chain stores remained stable during the year, averaging close to 40¢ 
per pound of skimmed milk powder. The value of the milk equivalent in 
one pound of skimmed milk powder is about 8¢. On the basis of the 
above-mentioned price, the farmer's share would be about 20% and the 
farm-retail spread about 32¢. This spread covers the costs of proces- 
sing, containers and distribution. 


The Spread_on the Dairy Products Group as a Whole 


Table 22 summarizes the equivalent farm and retail values for 
all dairy products bought each year by the average urban Canadian fami-~ 
ly over the decade 1949 to 1958. The retail and farm values of the 
dairy products were calculated from retail and farm prices for fluid 
milk, evaporated whole milk, plain processed cheese, and creamery bute 
ter. The quantity of each dairy product that was included in the food 
basket was determined from the Dominion Bureau of Statistics survey done 
in 1953.1 The products for which retail prices were not available are 
represented in the group by the products most closely related to them 
for which retail prices were available. 


Over the period under study, the retail value for dairy prod- 
ucts bought annually by the average family increased from $164.25 to 
$1972.90, while the equivalent farm value for these products increased 
from $96.73 to $110.80. The increase in retail value was 20.5% and ine 
crease in farm value was 14.5%. The larger increase in retail value 
caused the drop of the farmer's share for all milk used in the various 
dairy products from 58.9% in 1949 to 55.9% in 1958. 


10. Comparisons with the United States 


Comparisons with the United States were made on the basis of 
the farmer's share for particular dairy products and for the whole group 
taken together. These are presented in Table 23. The figures shown in 
Table 23 cannot be compared directly in spite of apparent similarity in 
names of the products. There are differences in component parts of pros 
ducts, calculations, conversion and other factors, which bring different 
results for apparently similar products. Having in mind all the differ. 
ences, we can make comparisons in a general way only. 


In both countries, farmer's shares of retail prices of dairy 
products show downward trends that go on for several years. However, 
the U.S. trend has been more pronounced than the Canadian, Canadian 
creamery butter is the only product which has shown an increase in the 
farmer's share over the decade. (On the whole, the Canadian farmer's 
share for the dairy products group is higher than in the United States, 


1 D.B.S., Urban Family Food Expenditure, 1953, Reference Paper No. 60. 
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TABLE 22, SUMMARY OF FARM-RETAIL SPREADS, DAIRY 
PRODUCTS GROUP, CANADA, 1949 TO 1958 


Farmer's 
Share of 
Calendar Farm-Retail Retail 
Year Retail Value@ Farm Value? Spread Cost 
($) ($) ($) (%) 
1949 164.25 96.73 eae? 5829 
1950 162.89 Ghee 68.647 56.0 
1951 178.26 104.58 73.68 5ea7 
1952 185.03 104.03 81.00 5662 
a953 182652 103.04 948 560k 
1954 Tole. LO2e 32 T90L9 56.4 
2955 Tei3h3 LOI. 5S: (chee) 56.0 
1956 181.59 102,22 few s Bons 
1957 AGT 32 106.68 84.64 Det 
1958 197.90 110,80 S750 5509 


a Estimates of annual expenditures for all dairy products made by the 
average Canadian urban family. 


b Total amount paid to farmers for equivalent quantities of milk used 
in manufacture of all dairy products that were consumed by urban 
families, 


Source: Adapted from the D.B.S., Urban Family Food Expenditure, 1953, 
Reference Paper No. 60, and Dairy Statistics, Ottawa, Annual. 


266 


°vz pue 6T ‘eT SLT *9T setae, ‘Apnys stuy pue £6661 Atenuep SuoTyenqTS UOT zeqIIO 
=Suedy, pue cUTJONTeW SUL fT7L °ON *Qng *oOSTH ‘Sqonpodg poog Jog Speeidg [rejzoymureqg feyeaqrsen se0uN0G 


PE niisiesdthes Tee ani ie eee eee ee a ee area eee ae ee eee ee a ee a eee eee eases ean 


oy Tt 87 69 1 95 ay, une BL €$ 8S6T 

oA €7 OS OL Sy 95 a8, hs Ld €S LS6T 

Li ay 0S TL Gi 9S Ov wie LL 4S 9561 

97 eS 677 69 S77 9S BE TE Ll 41S SS6T 

Li eal sl OL 977 9S BE ce gl SS G6T 

67 oy eS cl 677 95 BE Te LL GS €S6T 

€S €S 6S TL TS 9S 6€ Of 92 GS S61 

AS TS 8S TL TS 6S Yen O77 6L SS TS6T 

OS 877 4S ch OS 8S Ti 9€ 9L LS OS6T 

TS Gl AS oh TS 6S ct 6€ 9L LS 676T 

(jue. sed) 
= ee eee 
sqjoupodd ATTN eseeuo 49440¢ ATT sjzonpotg ATEN eseeup 19440 ATTN ceoR 

AITEQ peyer pesseoorg Adeuweetg ptnTy Arteq peyer pesseosorg Aaoureatig PpIntg azepue Ted 
—odeaq uedTIeUy -Odeaq uTeTd 
SHLYLS CILINA YOVNVO 


iN RR 


———  ——————————————————— ro 
8S6T OL 676T “SHLYLS GHLINA AHL GNV VAVNYO 


ao AT ATO TTT Cn CUI ET CTT ETA TACLIISEITIAO ee 
SLondoud AULYG UOA SHUVHS S:MaWVA JO NOSTUVdNOD °te TTavL 


267 


POULTRY AND EGGS 


Poultry 


Characteristics of Poultry and its Use 


The most striking characteristic of the Canadian poultry in- 
dustry over the past 10 years has been its growth. In 1958 the total 
production of poultry was 96% higher than in 1949, and this strong up- 
ward trend is still continuing. The growth of poultry production, and 
in particular that of chicken and turkey broilers, was the greatest of 
any agricultural commodity over the period under study. 


Another feature of the poultry and egg industry that should 
also be mentioned is its changing character, For many years the pro- 
duction of eggs and poultry was a sideline activity on nearly all Cana~ 
dian farms. Small poultry flocks were maintained mainly to furnish 
farm families with eggs, poultry meat for festive occasions, and inci- 
dental income from the sale of small surpluses over home uses. Chicken 
meat was largely a by-product of egg production. And, although there 
are still many farms that maintain small flocks on a non=commercial or 
semi=commercial basis, specialization in broiler and egg production is 
now firmly established in many regions of the country and it is contin- 
uously increasing. The specialization is particularly evident in the 
chicken and turkey broiler industry, where breeding, hatching, mixing 
of feed, raising and marketing is carried out by different firms. This 
trend towards differentiation and specialization has necessitated the 
opposite trend, particularly in Ontario and Quebec, towards at least 
partial integration or contract farming. The essence of contract farme 
ing is that processors or feed companies encourage the producers to 
enter the broiler business by advancing them chicks and feed and advis- 
ing them on husbandry and management. The producers are paid a fixed 
fee and the processors do the processing and marketing. Such a co-orde 
ination of various functions facilitated the growth of the large-scale 
commercial operations of the broiler industry, which in turn have been 
made possible by the application of scientific, technological and eco- 
nomic findings. The results have been increased production, a yeare 
round operation, and at the same time, lower operating costs. 


Alternate Uses 


In the past, poultry was sold on a live or New York dressed 
basis (only the blood and feathers removed). At present, poultry is 
available in a variety of forms. Generally all chicken and turkey 
broilers are sold ready-to-cook, whereas fowl and heavy chickens are 
still, to some extent, retailed on a New York dressed basis. Usually 
chicken broilers are sold fresh and chilled and the heavy turkeys are 
sold as frozen whole birds. Also cut up parts of chicken and turkey, 
frozen chicken and turkey pies, frozen fried chicken and roast turkey 
dinners, canned boneless poultry meat, chicken soups and mixtures with 
other foods such as chicken and noodles and chicken and vegetables, are 
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becoming increasingly prominent on the market. Another important outlet 
for poultry is barbecue restaurants. During the last 10 years, progress 
in the production of ready=to-cook products has been rapid. In 1950 
only four million pounds of poultry was sold through registered stations 
on an eviscerated basis, and in 1958 this quantity increased to 250 mile 
lion pounds. 


Supply and Disposition 


Table 1 shows the supply and disposition of fowl and chicken 
for the period 1949 to 1958. Over the period as a whole, the production 
of fowl and chicken averaged 80% of the total production of poultry, 
the remainder being accounted for by turkeys, ducks and geese. The pro- 
duction of chicken and fowl showed an almost continuous increase and in 
1958 it was 81% higher than in 1949. Table 1 shows also that the total 
domestic disappearance followed fairly closely the rapidly growing pro= 
duction. Per capita consumption increased rapidly, and in 1958 was 
57.3% higher than in 1949. 


The greatest development in this period has come about in the 
production of chicken broilers, but this cannot be seen from Table 1 bee 
cause the estimates on production do not show chickens, and especially 
broilers, separate from fowl and heavier chickens and, therefore, do 
not reflect the clear picture of the growth in broiler production. How 
ever, some indication of the development of the broiler industry may be 
obtained by referring to marketings of chickens under four pounds 
through the registered stations. Table 2 illustrates the marketings of 
chicken broilers, turkeys, fowl and chickens over four pounds through 
the registered stations. The biggest increase occurred in the marketing 
of broilers. In 1958 the registered stations marketed almost six times 
the number of broilers and four times the number of turkeys marketed in 
1953. For the same period, the marketing of fowl and heavier chickens 
remained substantially unchanged, 


Another important development in the marketing of poultry is 
the increased proportion of poultry marketed through the registered 
stations. While in 1951, the first year for which such estimates are 
available, only about a quarter of the poultry produced was marketed 
through registered stations, in 1958 the registered stations handled 
about 60% of the total production. 


Seasonal Variations 


Table 3 shows monthly variations in marketings and farm price 
es of fowl and chickens for Canada over the 1951-1958 period. While 
there has been a considerable variation in marketings ranging from 53% 
above the annual average in October to 37% below the annual average in 
February, the average price of fowl and chickens has remained fairly 
stable the year round, ranging only from 2% to 3% above average in the 
first half of the year, to about 2% to 4% below average in the autumn. 


The seasonal pattern of broiler prices and marketings is 
changing and this is shown in Table 4. In the period 1953-55, the 
marketings reached a peak in July and a low in January; in the period 
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1956-58, there was a shifting of heavy marketings from the early summer 
months to late summer and autumn. However, the overall picture for 
these two periods was similar, that is, that the marketings were below 
the annual average from the middle of December to the middle of April, 
and above average from May to November. The prices to producers are 
above the annual average for the first eight to nine months of the year 
and below for the remainder of the year. 


Regional Characteristics of the Poultry Industry 


Proximity to the large consuming centres, location, climate 
and feed supply have made for some regional differences in production 
and marketing of poultry. However, with the application of scientific 
and technological findings to the large-scale commercial production of 
chicken and turkey broilers, the limiting factors became less signifi- 
cant. In the production of broilers, Ontario, where this industry be- 
came established about 10 years ago, emerged as the biggest producing 
province, followed by Quebec, British Columbia, the Prairie Provinces 
and the Maritimes. Over the last few years, Ontario accounted for about 
64%, Quebec close to 18%, British Columbia 9%, the Prairies 7% and the 
Maritimes 2% of the total broiler production. The production of 
broiler=type chicks is still increasing rapidly, and lately the Prairies 
show the highest rate of increase in Canada. In the production of ture 
keys, the central provinces are followed closely by the Prairies and 
these two regions together account for about 90% of the total production. 


Marketing of Poultry 


There has been a considerable change over the last 10 years in 
the channels for selling poultry. While the old practice of farmers 
selling directly to consumers is still followed on public markets and 
through private connections, the great bulk of poultry marketing is done 
through registered poultry stations. Usually, the processors who oper- 
ate the registered poultry stations buy live birds from the producers 
and process them quickly after delivery to the processing plant. At the 
processing plant the birds are assembled, killed, dressed, eviscerated 
and chilled in water with crushed ice. Then the birds are graded, 
weighed and placed in plastic bags. So graded and weighed poultry is 
inspected by the inspectors of the Canada Department of Agriculture. 
After the poultry is graded, weighed and bagged, it must be refrigerated 
again until it is shipped to market or frozen. The bulk of chicken 
broilers is sold fresh; a much larger proportion of turkeys is being 
sold frozen. Most of the poultry is being sold directly by the proces 
sors, who also act as wholesalers, to retail outlets and barbecue rest- 
aurants. There are, however, poultry processors, particularly proces- 
sors of turkeys, who do marketing through jobbers. 


Grading 


All poultry processing, eviscerating and grading stations, 
which meet the requirements for sanitation and operational control, are 
registered by the Canada Department of Agriculture. They, as well as 
the producers who raise the poultry on their own farms, are eligible to 
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grade poultry. 


Four factors are taken into account in grading the poultry and 
these are: condition, conformation, flesh, fat and dressing. National 
grade standards have been established under the Livestock and Livestock 
Products Act for dressed and eviscerated poultry. These standards apply 
on products moving in interprovincial or export trade. There are also 
provincial regulations requiring the grading of poultry products for 
purchase and sale within the provinces. The retail sale of dressed or 
eviscerated poultry by grade in larger centres is required by all pro- 
vinces except New Brunswick and Newfoundland. 


Measurement of the Price Spread and Farmer's Share 


In this study measurements are made of the farm-retail price 
spread for broilers! for Canada and the farmewholesale-retail spread for 
two cities ~- Toronto and Winnipeg. The price spread for Canada covers 
the period 1953-58, because data are not available for earlier years. 


(a) The Price Spread for Broilers - Canada, 1953-58 


Broilers are one of few products which show a well#pronounced 
downward trend in prices at both consumer and producer levels. (Table 
5.) The farm-retail spread shows a narrowing tendency. This narrowing 
of the spread was the result of the technological and commercial devel- 
opments in the industry which have already been mentioned. Between 
1953 ae 1958 the farmer's share of the retail price dropped from 62.7% 
to 576bhe 


(b) The Price Spreads for Toronto and Winnipeg 


The retail, wholesale and farm prices, price spreads and fare 
mer's share for these two cities are for two years, as data for previous 
years are not available. 


Table 6 shows monthly prices at three levels for the Toronto 
area. The price movements for Toronto are in line with the general pate 
tern of price variation and marketings for the whole country. When mar- 
ketings are light the prices are increasing, and when marketings ap- 
proach their peak, which is in the last three months of the year, the 
prices are then the lowest. 


The monthly farm and wholesale prices for Winnipeg have shown 
rather remarkable stability, while the retail prices have moved up and 
down more frequently. With this relatively new product, it is likely 
that retail stores frequently offer broilers as a special, in order to 
attract customers. The calculations of Winnipeg price spreads on ready-= 
toe-cook broilers are shown in Table 7. 


1 The retail prices for fowl are not available and, therefore, the 
measurement of the price spread for fowl has not been made. 
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TABLE 5. SUMMARY OF CALCULATIONS OF FARM-RETAIL 


PRICE SPREAD ON BROILERS (READY-TO-COOK), 


CANADA, 1953 TO 1958. 


Retail 

Equivalent Farm Farm Farmer's 

Calendar Retail Value of Price Retail Share of 
Year Price 1 1b. Live? Live Spread Retail Value 
(¢/1b.) C¢) (¢/1b.) é) (%) 

1953 636 L6o4 29.1 a ass (oy eat 
1954 pepe 41.0 2hel 16.9 58.8 
16 hey lat 1.8 2606 is 2s 636 
1956 52.8 Soe 23.0 A So PW, Pri 
L957 52.0 Sed 21.8 oet DTeo 
1958 op ha Seo dig 15.8 5766 


a 11b. live = .73 1b. eviscerated (ready-to-cook). 
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TABLE 6. SUMMARY OF CALCULATIONS OF FARM-WHOLESALE-RETAIL 
PRICE SPREADS ON BROILERS (READY-TO-COOK 
TORONTO, 1957 AND 1958. 


Retail Wholesale Farmer's 

Equivalent Equivalent Farm Farme Share of 

Retail Value of Value of Price Retail Retail 
Month Price 1 1b. Live* 11b. Live Live apps Value 

e ¢ 4 ) ¢ i 
195. 
Jan. L665 33.9 2560 19.0 14.9 56.0 
Febe 16.5 33.9 26.8 21.5 12.4 63 oh 
Mar. 4765 3he7 27 0h 221 12.6 63.7 
Apr. 49.3 36.0 28 4 Po 12.9 6402 
May 49.6 36.2 28.2 PRY a) 14.4 60.2 
June 48.8 35.6 eae, Paheyh lez 60.1 
July 50.6 36.9 30.4 Ze ee 64402 
Aug. 54,06 39.8 28.04, 22.3 17.5 5640 
Sept. lel 3703 2767 21.3 16,0 7-1 
Oct. 48.9 3547 26.6 20.5 1502 DT ol 
Nove Pee f 33 Pape te) 1925 1369 58 ok 
Dec. 16.8 3he2 2061. 24 13.8 59.6 
1958 

Jane 47.0 Blre3 26.9 A opal 13.2 6165 
Feb. 50.8 Se 28el 22 el lheA 61.2 
Mar. A705 3h e7 2845 231 1136 6605 
Apre 5043 3647 28.8 2345 1362 40 
May 49.8 36.6 29 1 2420 12.6 65.6 
June 5241 38.0 30.7 250 13-0 6548 
July 5345 39.1 60.3 25 14e6 = 6246 
Aug. 52.3 38.2 DieG ote 16.9 5508 
Sept. 4763 3h 5 25.05 195 1520 5605 
Oct. oe7 3364 28\-P) ares! 166) Slee 
Nove 3765 2704 22.3 16.0 11.4 58 oh 
Dec. 38.8 28.3 21.6 15.9 1204 56.2 


a 1 lb. live = .73 1b. ready-to-cook. 


Source: Canada Department of Agriculture, Poultry Products Market Re- 
port, Weekly. 


276 


TABLE 7. SUMMARY OF CALCULATIONS OF FARM-WHOLESALE-RETAIL 
PRICE SPREADS ON BROILERS (READY~TO-COOK 
WINNIPEG, 1957 AND 1958. 


Retail Wholesale Farmer's 
Equivalent Equivalent Farm Farm- Share of 

Retail Value of Value of Price Retail Retail 
Month Price 1 1b. Live? 1 1b. Live Live Spread Value 

C¢/1b. ) (¢) (¢) (¢/1b.) CE) (%) 
1957 
Jane DD el 40.7 35.0 23.0 Lif eal 56.5 
Feb. 52.0 38.0 29.9 23.0 15.0 60.5 
Mar. 54.0 39 eh ea teys. PIAS 16.6 5729 
Apr. 5560 40.6 Slel 23.0 aCe) 5657 
May bhe7 39.9 31.4 23.0 16.9 5726 
June S5ee 40.3 Baveln 23.0 a Ede 576k 
July eM ex We onl: Blues ae0 19.1 54.6 
Aug. 56.3 Al el 3104 23.0 18.1 56.0 
Sept. De? 423 314 230 19.3 bhok 
Oct. oa? 40.8 314 22.0 18.8 53.9 
Nove 548 40,0 Sle 2200 18.0 55.0 
Dec. Shed 39.6 lett 22.0 L726 5560 
1958 
Jane 56.3 AL el 31.4 2200 Vel 5365 
Feb. 55.0 40.2 Sled 22.0 18.2 5he7 
Mare Shel 399 30.3 22.0 Lied Do ¢1: 
Apre 57k 41.9 303 223 19.6 5302 
May 581 42h 30.3 23.0 19.4 bled 
June ies 41.8 BOnS 2560 18.8 55.0 
July 58.6 42.8 BO.3 23.0 19.8 Stayt 
Auge gets) 42,0 30.9 22.5 19.5 53.6 
Sept. 58.0 23 Sih aAeD 19.8 S368 
Octe 5301 38.8 31.4 2265 16.3 58.0 
Nove A9e2 359 31.4 2205 13 04 62.7 
Dec. 50.6 369 31.4 2225 Lhek 61.0 


a 1 1b. live = .73 lb. ready-to-cook. 


Source: Canada Department of Agriculture, Poultry Products Market Re- 
port, Weekly. 
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Comparisons with the United States 


In making comparisons of the Canadian broiler industry with 
the United States, one must keep in mind the scale of operations of 
that industry in the United States. In 1957 slightly less than 700 
commercial plants handled at least 75% of all poultry sold from all 
farms in the United States, and approximately 75 of these plants aver- 
aged more than 15 million pounds of live poultry annually. 


In spite of their larger operations, the United States broil- 
er growers, processors and merchandisers showed only slightly higher 
efficiency than their Canadian counterparts. Generally the United 
States retail and farm prices for broilers are lower, the farmeretail 
spread is almost the same in both countries, and the farmer's share in 
the United States is lower by about 2% than in Canada. 


Eggs 


Description of the Product 


The egg is a biological structure intended by nature for re- 
production of the chicken. It is also one of the most nutritious and 
versatile of human foods. An egg is a perishable commodity which begins 
to lose its quality after it is laid, even if it is cooled, packed and 
marketed promptly. Keeping temperature and humidity conditions at an 
optimum level retards this loss in quality to a large degree. Producer, 
wholesaler and retailer must all handle eggs properly to maintain egg 
quality until it reaches the ultimate consumer. The eggs are graded 
according to specified qualities. Quality factors may be divided into 
two general groups: exterior quality factors, apparent from external 
observations; and interior quality factors which involve the contents 
of the egg. To ascertain interior quality, each egg has to be candled 
individually, Research is underway to find an acceptable mass candling 
method, but to date in Canada, eggs are handled individually. 


Alternate Uses 


Eggs are used in the form of shell eggs or dried and frozen 
egg products. Shell eggs are the most common, and the great bulk of the 
production is being merchandized in that form. Of total egg production, 
only 5% goes for processing purposes, that is, for the manufacture of 
dried eggs and frozen egg products. 


(a) Dried Eggs 


This product is prepared from the raw, broken-out egg. A 
large proportion of the eggs dried in Canada are whole eggs, but increas- 
ing quantities are of the separated yolks and whites. 


Approximately 95% to 98% of dried egg products are used in the 
baking trade and particularly by the ready cake mix manufacturers. The 
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remainder is used domestically and by the candy manufacturers. The proe 
duction of dried eggs is about one million pounds annually. 


(b) Frozen Egg Products 


Eggs are frozen in various states, either as whole eggs 
(plain or fortified), yolks (plain, sugared or salted), or as frozen 
egg whites. Frozen eggs are used mainly by the baking trade, candy 
manufacturers, frozen dessert manufacturers, soup manufacturers, manu 
facturers of doughnut flour, pastries, ice cream, mayonnaise and salad 
dressing. They are also used in pharmaceutical products, as well as 
for leather tanning, lithographing, shampoos and by the cork industry. 


The production of frozen egg products has varied considerably 
during the period under study, from a low of 10.9 million pounds in 
1951, to an all-time record of 2526 million pounds in 1957. The average 
annual production for the whole period was at a level of 16.7 million 
pounds. 


Supply and Disposition 


Table 8 gives a summary of supply and disposition of eggs in 
Canada for the period 1949 to 1958. The decline in production between 
1949 and 1951 was caused, to a large extent, by the termination of egg 
contracts with the United Kingdom in 1949, in terms of which Canada was 
supplying large quantities of eggs during the war years and immediately 
after. In 1952, however, the production of eggs showed a considerable 
increase over 1951 and there has been an annual increase in each suc- 
ceeding year. With the termination of egg contracts, the export of eggs 
dropped sharply in 1950 and has never since approached the wartime and 
early postwar level. However, the drop in exports has been compensated 
by the increased domestic disappearance, which in 1958 was 64% higher 
than that of 1949. 


Eggs are sold both by the producers themselves and through 
registered grading stations, Table 9 shows the trend in the proportion 
of eggs marketed through the registered egg grading stations in Canada 
compared with the total production. In 1949 54.4% of eggs marketed went 
through the registered grading stations, and in 1958 this proportion 
fell to 44.9%. The remainder are either consumed on the farms, used for 
hatching, or sold directly to the consumers and retail outlets by the 
producers who carry out their own candling and grading. 


During the past 10 years, improvement in feeding, breeding and 
management of poultry in Canada has increased the yearly egg output per 
bird considerably. Also, there has been improvement in quality and an 
increase in size of eggs produced. As a result, the proportion of lower 
grades, that is, B and C, has been reduced and the higher grades increase 
ed. (Table 10.) 


Seasonal Variations in Prices and Marketing of Eggs 


Extreme seasonal fluctuations in production and price, probably 
greater than for any other farm product, have characterized the egg 
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TABLE 9. EGG PRODUCTION AND EGG MARKETINGS THROUGH REGISTERED 
EGG GRADING STATIONS, CANADA, 1949 TO 1958 


Eggs Marketed Marketings as 
Egg through Registered Per Cent of 
Year Production Grading Stations Production 

(thousand dozen) (%) 
1949 307 ,073 166,996 Dhol 
1950 293,727 150,767 5103 
195E 291,234 WoT Te 48.6 
1952 Bh 2527 163,727 478 
Be Be, 355,184 156,945 khe2 
1954 385 819 176,762 45.8 
192) 386,011 169,411 4309 
1956 OW , 311 183,831 bed 
1957 4L6,476 203 , 334 450) 
1958 49,819 202,058 hed 


Source: D.B.S., Production of Poultry and Eggs, 1958, and Department 
of Agriculture, Poultry Products Market Review, 1958. 


TABLE 10. EGGS: PER CENT DISTRIBUTION BY GRADE, 
CANADA, 1949 TO 1958 


abe A A A A B C 
Year Large Large Medium Small Peewee Grade _ Grade Cracks 
1949 - 56.3 16.7 8.5 - 13.0 Ded ” 
1950 ~ 5806 16.6 fee} - 1167 De2 ~ 
beep - 29 3 20.8 6.9 - 8.6 Lol - 
1952 ~ 582 21.4 De2 = 10.5 he7 - 


Ay Ps. 4.0 Dee 20.9 Dek Od 10.7 207 1.9 


1954 5eT Dee 21.7 Do3 O04 83 2,0 204 
ay by Te7 5205 20.5 50 O.4 Zea 1.9 2.8 
1956 8.6 499 216 ary) O05 9.0 1.9 30 
Lot 8.6 LO ok 21.6 203 O04 96 bb) 342 
1958 90 49.2 21.5 Ded 0.5 92 1.8 33 


Source: Poultry Products Market Review, Department of Agriculture, 
Ottawa, Annual. 
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industry. The seasonal movements in egg prices are related to an irreg-~ 

ular flow of products to market during the year. Generally, in the 

first six months of the year, egg marketings are heavy and in the second 

half of the year, marketings are relatively light. However, this season- 
al pattern is not static and it has changed considerably over the years. 


From Table 11 one can see how the seasonal variations in the 
egg marketing pattern and prices have changed in recent years. In the 
period 1943-47, average marketings reached a seasonal high in April and 
a low in October. April marketings were 55% larger and October market~ 
ings 47% smaller than the average annual marketings. In the five-year 
period 194953, the range of seasonal variation decreased to about a 
half of the previous five-year period 1943-47. In the third five-year 
period 1954-58, seasonal variation in marketings decreased to about one~ 
third of the first period 1943-47. In this third period the seasonal 
high was in January with marketings 16% above average, and a low in 
August with 14% below average. Seasonal price variations have also de- 
clined with the changes in marketing pattern, but the seasonal price 
variation has not declined to the same extent as that of marketings. 
More detailed analysis of prices for different grades shows that the 
smallest spread among grades occurs during the months of above average 
marketings, and the largest spread occurs in the early autumn when mare 
keting of higher grades of eggs is at its lowest level. 


The variations in the seasonal marketing pattern have not been 
the same in all areas of the country. British Columbia has the smallest 
seasonal variation of egg marketings followed by the Maritimes and cen- 
tral Canada. The Prairie Provinces still show large variations in their 
seasonal egg marketing pattern. Especially in Saskatchewan, ~ almost 
half of the eggs produced during a year are put on a market during a 
four-month period = March to June. This is brought about by small flock 
units and severe winter conditions. 


The levelling-out of seasonal variations in Canadian egg mare 
ketings has had a direct effect on the seasonal variation of prices of 
A-Large eggs and on the customary practices in the storage of shell eggs. 
The reduction in the seasonal variation of marketings was accompanied 
by a decrease in the storage of shell eggs. As more eggs became availe 
able in periods formerly characterized by seasonal light marketings, 
fewer storage eggs were required to supplement fresh supplies. In addi- 
tion, less fluctuation in marketings and prices throughout the year 


1 In a publication, Seasonal Variations in the Prices and Marketing of 


Livestock and Poultry Products 1947-1957, Professor R.G. Marshall of 
the Department of Agricultural Economics, Ontario Agricultural Cole 


lege, Guelph, Ontario, states that the largest spread in prices is 
approximately in October, when A-Large are about 18% over A-Medium 
prices, and A-Small are discounted to over 30% below. The smallest 
spread occurs throughout the late winter and spring months when Aw 
Large are only 2%=3% above and A-Small 8%-9% below A-Medium prices. 


2 In 1955 Saskatchewan marketed more than 75 million dozen eggs during 
the period of low prices, and less than 3 million dozen during the 
period of high prices. 
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decreases the profitability of an egg storage program. Table 12 shows 
seasonal patterns of egg stocks in storage in Canada in two periods, 


1949~53 and 1954-58. 


TABLE 12. INDEX OF SEASONAL PATTERN OF EGG STOCKS 
IN STORAGE, CANADA, 1949-53 AND 1954-58 


(Annual Average = 100) 


Month 1949453 195h-58 
January 5 29 
February 30 81 
March 70 107 
April 108 115 
May 167 140 
June 212 174 
July 214 ero 
August 180 135 
September 134 105 
October 65 72 
November 15 by, 
December 3 26 


Source: Adapted from D.B.S., Stocks of Food Commodities in Cold Stor- 
age and Other Warehouses, Ottawa, Annual. 


The smoothing out of the marketing pattern has been made pose 
sible through the improvement during the past 10 years in feeding, 
breeding and management of poultry in Canada. This trend towards year- 
round spread production of eggs is continuing. Also, the policy of the 
Agricultural Stabilization Board in regard to the support of shell egg 
minimum prices has had a stabilizing effect on all levels of egg prices, 
and particularly on the minimum prices to producers. 


Regional Characteristics of the Ege Industry 


The production of eggs for Canada and by provinces is shown 
in Table 13. The biggest egg producing province in the country is 
Ontario. Over the decade 1949-58, it has accounted for 40.5% of the to- 
tal production. Next to Ontario is Quebec, with 15.8% of the total pro- 
duction. In terms of regions, central Canada is the main egg producing 
area, with 56.3% of the total; the Prairie Provinces are second, with 
28.4% of the total; the Maritimes follow with 7.8%; and British Columbia 
accounted for 7.6%. In terms of increases in production during the de- 
cade, Nova Scotia recorded a 92% increase. Other provinces also showed 
substantial increases ~ Ontario, 65%; British Columbia, 56%; and Alberta, 
5 be 
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TABLE 13. TOTAL EGG PRODUCTION IN CANADA AND PROVINCES, 
AS PER CENT OF CANADA TOTAL, 1949 TO 1958 


Maritime Prairie British 

Year CANADA Provinces Quebec Ontario Provinces Columbia 

millions per cent 

of dozens) 
1949 30761 72 17.8 37-8 29.28 Tok 
1950 29 381 Te3 dL V0i. 40.8 28.0 6.8 
1951 291.22 Ta? 16.8 39k 27 oil 8.2 
1952 34265 ett 1661 40.7 CHESS | 78 
1953 Sypr! Sen ys, 40.9 2862 Teo 
1954 385.8 8.3 16.4 40.7 271 Tok 
LoD 386.0 Fil Le LOo2 28.8 Tel 
1956 40403 Bek lhe 40.2 29.20 et 
ty 4605 Te3 14.3 415 28 69 8.0 
1958 Lh9o8 Ted 1322 42.6 291 1S) 
Average 
194,9=58 78 15.8 LOee 28 4 Ta6 


Source: D.B.Se, Production of Poultry and Eggs, Annual. 


The Marketing of Eggs 
(a) Arrangement and Assembly 


The following are the methods most commonly used for delivery 
of eggs to grading stations: (1) direct delivery by the producers; 
(2) shipment by rail; (3) picking up by the grading stations; and (4) 
mixed, that is, delivery to a store by the producers and then, once a 
truckload is assembled, the egg grading station picks it up. 


(b) Grading and Inspection 


There are seven grades under which eggs are sold. Grade stan-= 
dards for shell eggs are established under federal legislation, which 
also requires that all eggs entering into interprovincial, export or 
import trade be graded. 


All eggs passing through commercial channels are purchased 
from producers and sold to consumers on a graded basis. The same grade 
carries through from the producer to the consumer, unless there is some 
loss of quality in the marketing process. 


The grading legislation provides that eggs may be graded 
either by a poultry producer (grading his own eggs), or in a registered 
egg grading station. The grading station must have approved grading 
equipment, approved graders and proper facilities for handling eggs, 
including refrigeration. The registered egg grading stations are pri- 
vately operated, but are subject in their operation to the approval and 
supervision of the Federal Department of Agriculture. 
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In grading eggs, consideration is given to the three follow- 
ing factors: (1) interior quality, as determined by candling; (2) 
weight; (3) shell, as determined by the soundness and cleanliness of 
the shell. 


Approximately 45% of the eggs produced in Canada go through 
the registered grading stations. Due to the concentration of the heavy 
volume of egg production in more restricted areas, the number of sta- 
tions has been slowly declining during the past decade. Of the 55% of 
eggs that do not go through registered grading stations, a large number 
are graded directly for retail outlets by producers who have contracts 
with the retail outlets, or are sold directly by the producers to con~ 
Sumer Se 


(c) Sales to Processors, Wholesalers, Jobbers and Retail Stores 


Eggs used for processing are usually packed in 30-dozen cases 
and used directly from cases when breaking for further processing. 
Wholesale firms and jobbers often buy eggs by whole carload lots in 30 
dozen cases and then repack them in one-dozen cartons for the retail 
trade. 


Some large chain stores have their own grading stations and a 
selected number of producers who supply eggse 


Small retail stores are serviced by individual producers, egg 
grading stations and by wholesalers or jobbers. Also, wholesalers and 
jobbers sell eggs to the processing plants, restaurants, hospitals, 
boarding houses and bakeries, There is a good deal of trade between 
wholesalers. 


With regard to wholesaling, it is necessary to mention that 
this function in egg marketing, particularly in Ontario, is becoming 
much less important in the marketing system because the chain stores 
enter into contracts directly with the producers. 


Measurement of the Egg Price Spread 


In this study measurements of the price spread for Grade A- 
Large eggs are made for: (1) Canada as a whole; (2) four regions 
(Maritimes, Central, Prairies, British Columbia); and (3) Montreal. 


(a) Price Spread for Eggs, A-Large, Canada, 1949-58 


Table 14 shows producer prices and wholesale and retail equi- 
valent values for Grade A-Large eggs marketed in Canada. There has been 
a downward trend at all levels of egg prices but this trend has been 
much more pronounced at the producer level. Between the years 1949 and 
1958, retail and wholesale prices dropped by about 8% and the producer's 
price went down by about 19%, and that caused a decline in farmer's 
share from 81.5% in 1949 to 70.9% in 1958 The farm-retail spread in- 
creased from 11.1¢ per dozen in 1949 to 16.2¢ per dozen in 1958, with 
the increase taking place in the farmewholesale component, 
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This study shows the farmer's share for Grade A-Large eggs 
only and, therefore, two remarks should be made in this connection. 
First, the farmer's share for all eggs sold will be lower, as A~Large 
eggs represent roughly 50% of all eggs marketed and the rest are lower 
grade eggs for which the farm price is lower. Second, farmers sell less 
than a half of their egg production through registered egg grading sta~ 
tions and the remainder goes directly from the farmer to the ultimate 
consumer or the outlet stores, and it is likely that the farmer's share 
for that part would be higher. 


(b) Regional Price Spreads 


Table 15 shows regional prices, farmer's shares, and farme 
wholesale and wholesaleeretail spreads for Grade A-Large eggs. General- 
ly, retail prices are highest in the Maritimes and lowest in the 
Prairies. Producer prices are lowest in the Prairies and highest in 
central Canada and the Maritimes, followed closely by British Columbia, 


Wholesale margins are lowest in the central provinces, inter- 
mediate in the Prairies and British Columbia, and highest in the Mari~ 
times. Total farm-retail margins, however, do not differ much regionale 
ly, except for the Maritimes where they are substantially higher, 
especially since 1953. The producers in the central provinces get the 
highest share of the retail price for their eggs, whereas the producers 
in the Prairies get the lowest. 


(c) Price Spread for Montreal City 


Table 16 shows monthly egg prices for Montreal for the period 
1949 to 1958. Although this table presents the variation in prices for 
eggs Grade A-Large for the Montreal area only, it also could be taken 
as representative for a region or for the country as a whole, It is 
evident from this table that the trend towards seasonal levelling-out 
of all three sets of prices is continuing. 


Comparison with United States 


In the production and marketing of eggs, Canada and the United 
States follow the same trend. In both these countries specialization in 
production is now firmly established and increasing, although a large 
proportion of eggs is still produced on farms, which maintain small 
flocks on a non-commercial or semi-commercial basis. In the marketing 
of eggs, the most important development is the move towards more direct 
marketing and the resultant by-passing of oldline wholesalers, 


Because Canadian and United States calculations of the farm- 
er's share do not refer to the same quality and grade of eggs, direct 
comparison of the farmer's share on eggs cannot be made. In Canada, the 
farmer's share is calculated on Grade A-Large eggs, and in the United 
States, on all grades and sizes. In view of this, the Canadian farmer's 
share is higher than the United States, However, there is one common 


characteristic of the farmer's share in both countries, that in the 
period 1949-58, it shows a well-pronounced downward trend. 
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TABLE 16. EGG PRICES AT MONTREAL, 1949 TO 1958 


Average prices, by months, 1949 to 1958, for Grade A-Large eggs, as 
received by producers, as paid by retailers and as paid by consumers. 


a EES Okey ote Vy ee eae a ee See yee: 


(cents per dozen) 


Farm Price 


Jane 49.0 3202 HO.0 3729 kOe? 39.8 33.8 3905. 3900 356k 
Feb. be? S84 7169) Slee: WOed B60.) 3660 20.2r obec nog 
Mar. W5e2 41.6 50.9 36.0 52.0 3862 bleh 4502 34.9 46.1 
Apre L6s8 -39eh} 54.0 3504 52.0 3706 W204 46.6 3582) Sess 
May L702 3667 5769 34.29 52> Bed BO 1508 35k 39.8 
June WO ed: eG tO366: “hdee  “6le5. Hes) hSs6a 5562) 3720 ek 
July 2600 A760) 69.5. 5669 67.09 48.3 55a65 50s04 50eL ie 
Auge 64.20 5051 69.9 Sock 67 el ele) 62.8 57.8 L8el 50.0 
Septe 69.0." 5640 °° 70.5 57.9) 68.6: 52.5 > 62.10 56.8 50,65 
Octo 65.0 59 ok: 70.0 64.6 62.5 47.0 60.8 Sy aie 54.0 48.8 
Nove 57-0 5520 61.8 5256 K7eL L0.4 pers LO4 hhe2 43.0 
Dec. A7e5 5000 45.2 19 38.8 34.9 49.0 36.1 39.65 396k 
Wholesale Equivalent Value 

Jane Deel BhelarhOe8 45.3» Wleoe 48.2 hle9 Lee Pee ae? 
Febe Week H0eT 5309 be? 5300 5007 45.7 bBeh Abel AheT 
Mar. 46.6 43.0 D halt 42.6 60.1 46.5 4925 53.6 4325 5349 
Apr eG HleO 59.2 V9 59k A555 LB58: 5326 Tey eat 
May LS ol Al el 64.0 41.9 5769 Led ATelL 5h e2 43.8 Pd P| 
June 50.0 4706 68.4 Die? 682 49.7 566), (os PS. 45.2 5202 
July les 5209 Dee 6267 Jisyah 56.8 638 64.2 58.7 5326 
Auge 66.0 Desi (oe) 61.5 toes podem. USS 65.6 56.6 Deo 
Septe Wh 61020 7609 64.0 75.8: 60.8 69.78 65.5. 566 GPee 
Octo 6hol 65.8 19a Oso {ok yppae 68.7 6563 62.5 S73 
Nove 58.3 61.6 68 «4 58.9 56.1 48.7 63.9 48.9 52.8 51.6 
Dece 50.0" 257. Oars 25k" HB S9 7.6 hes Jan Die Oer jel ep hoeO Gen 
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TABLE 16. EGG PRICES AT MONTREAL, 1949 TO 1958 (Cont'd.) 


Average prices, by months, 1949 to 1958, for Grade A-Large eggs, as 
received by producers, as paid by retailers and as paid by consumers. 


ICE GL LOPS Spy Lea LS Ly aa liek pie yes) 


(cents per dozen) 


Retail Equivalent Value 


Jane 38.7 Den 50.6 5565 por by L8.8 SEI 51.0 50.3 51.8 
Feb. ESRI TORS ORI ati Py ANN Pk Ps Pe Sale hs Lo ay hy ee 
Mar. i PRS LIN SW OP ee fee P4 SH SPY SH A PNR PY oy ay eI 0 a oy west 
Apr. Lig a oe IAS IA HS Ge Wo} PIRES PPS NE fs PS PN 6 UP i 2S o fas BP ele FY 
May 46.6 70.9 48.6 6662 52.0 Shed 59-8 LS ol 5363 5d 
June Daum alime od le tl salen eek Osea 0 esi Osl = eon 10060 
July 58.6 82.6 70.8 BI oe 61.69 70.8 VAL AE. 64.63 60.7 62.5 
Auge Clem OOe (ekOU ss sOmuol aur Osten: (je ceeOles 2 Ce60 O60) 
Sept. Gh sotto oes i sOen lee 100s gl et. (1205000. OSe7. [le0 
Oct. abe COs cma (ale COs) BOL One ieO le] jal mOCe | aOle sar O lat 
Nove Ponta Oa ee eS ekO2 67 ws DL O96 er 063 e167 a0 el Ol ed 
Dec. 64.03 636 5765 ae) L489 62.8 51.0 Dee 59 56.5 


a Adapted from Poultry Products Market Report, Canada Department of 
Agriculture, Weekly. 
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FLOUR AND BREAD 


1. A Brief Description of the Marketing and 
Distribution System for Wheat to Wheat Bread 


All commercial wheat grown in western Canada is marketed 
through the Canadian Wheat Board which sets an initial price to the 
farmer and adjusts its selling price more or less according to world 
market conditions. The farmer delivers his wheat to the country ele- 
vator which received it on account of the Wheat Board. After weighing 
and determining the grade and the dockage for impurities, the elevator 
agent issues a cheque to the farmer based on the initial Wheat Board 
price. The initial price is based on the Lakehead and is subject to 
deductions for freight and elevator handling charges between the 
country shipping point and the Lakehead. These handling charges cover 
weighing, storage and outloading from the country elevator into boxcars. 


The wheat then moves incarlots, mostly eastward through the 
main inspection point at Winnipeg, where the grade is confirmed or es- 
tablished by sampling. From Winnipeg, the wheat then moves in carlots 
to elevators at the Lakehead where it is handled in bulk by a mechani- 
cal unloading and elevating operation. In the process, the wheat is 
automatically sampled again to check the grade and dockage. The 
"screenings" which are removed in a cleaning process are usually sale- 
able for livestock feed. After storage, the wheat is shipped by lake 
vessel during the navigation season or otherwise by boxcars to an east— 
ern milling company's storage or to private or government storage. 


Forty-one of the 73 flour mills in Canada are located in 
Ontario, 28 in the Prairie Provinces, and four in Quebec. The flour 
mills buy wheat by grades from the Wheat Board in proportion to the 
mixtures to be used in the milling process. Flour milling is a highly- 
mechanized, complex blending operation. Flours of varying baking qual- 
ity may be milled from a particular lot of wheat. The selling prices of 
the different grades of flour vary according to the quality. Certain 
non-wheat ingredients are added to the flour such as vitamins and 
chemical blending and maturing agents. 


There are valuable by-products from the milling process 
called "mill feeds", Variations in prices of the mill feeds have sig- 
nificant influence on the profitability of the milling operation. The 
mill feeds may be sold directly by the flour mills to farmers as feed 
for livestock, they may be distributed through feed dealers, or they 
may be used as constituents in further processing into prepared live- 
stock and animal feeds. 


The baking industry consists of a number of chain bakeries 
and independent bakeries ranging down to small local establishments. 
Larger bakeries in eastern Canada buy their flour from the milling 
companies on a current requirement basis. Sometimes the flour is deliv— 
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ered by the milling company to large bakeries in bulk in special rail- 
way cars but it is usually distributed by truck. The smaller inde- 
pendents may obtain their supplies of flour from wholesalers. 


After the flour reaches the bakery, the processing and dis- 
tributing operations are many and varied. Initially, the flour may have 
to be stored for a while, then the ingredients have to be mixed more or 
less mechanically, the bread has to be baked in the ovens and then cool- 
ed, then the bread usually is sliced, and then the loaves are wrapped 
and delivered. Wages and salaries, and ingredients are the largest 
items among baking costs, and packaging and delivery costs also are 
important items. Considerable selling and promotional expenses are 
incurred by bakeries in bread distribution, and the loss from bread 
going stale is significant. Some of the stale bread is salvaged as feed 
for livestock. 


The bread moves from the bakeries directly to chain stores 
by bulk truck shipments, and is delivered in smaller lots to independent 
grocery stores,restaurants and other retail establishments. Some of the 
larger bakeries operate depots in urban centres where bulk is broken and 
from which these smaller establishments are serviced... Bread-selling 
routes are served by the delivery truck system with drivers on a salary- 
commission and handling a range of bread and cake products. The delivery 
man is the bakery firm's main link with the customer. In the case of 
wholesale sales toretail stores, the delivery man not only sells but 
arranges for display space and gives advice on other selling details. 
The proportion of bakery sales made at wholesale has been increasing. 


2. Milling of "Manitoba" Hard Spring Wheat Into Flour 


A kernel of wheat is made up of three main parts: (1) the 
outer parts which become the animal feed called "bran"; (2) the body 
of the kernel, called the "endosperm"; and (3) the germ, which normal- 
ly produces the new plant. 


The endosperm is the part of the kernel that becomes flour 
after the separation of the bran and the germ. This process is known 
as extraction and the rate of extraction is the quantity of flour that 
may be extracted from a given quantity of wheat. In Canada, the extrae 
tion rate varies from 72% to 74%. A hundred pounds of wheat will produ- 
ce 72 to 7h pounds of flour plus 26 to 28 pounds of millfeeds, i.e., 
bran, shorts and middlings. The higher the extraction rate, the more 
bran, shorts and middlings that are included in the flour. Bran, shorts 
and middlings are higher in protein than the endosperm that produces the 
flour. Therefore, the higher the extraction rate the higher the protein 
content. 


The early method of milling wheat into flour was simply to 
crush the wheat and remove the bran from the flour by "bolting" or 
sifting. Flour obtained from this process was usually of one grade. 

The introduction of the roller process and other refinements resulted in 
the wheat being reduced more gradually and made possible not only a more 
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complete separation of bran, shorts and middlings, but also a large 
number of flour separations called streams. 


There are generally four main "streams" which may be blended 
together in a large number of combination to produce different grades 
of flour. Stream 1 is the best 55% of the total flour,being freest 
from bran and germ, lowest in ash and whitest in colour. Streams 2 
and 3 are the next best 30% and 12%, respectively, and Stream 4 the 
poorest 3%. These percentages refer to division of total flour, not 
the extraction rate. 


These four main streams are used to produce the most common 
types of flour sold by Canadian flour mills: 


Commercial Grades of Flour 


Streams $ of total flour 


Best 55% 
Best 85% 
3 Best 97% 
Sine a Best 100% 
4 Poorest 45% 
Poorest 15% less 3% low grade 
Poorest 15% 


First Patent BI 
Bakers Patent 1 4+ 
Export Patent 1 4 
Straight Run 1 + 
Fancy Clear 2 + 
First Clear 3 
Second Clear 3 


In general the less the quantity of first patent flour, etc that is 
taken off, the higher the quality of that which is left. 


It may be seen from this brief description of the milling 
process that flour of different baking quality may be milled from a 
particular lot of wheat. The selling prices of the different grades 
vary according to quality with the clear selling at a much lower price 
than the first patents. First patent flour, with an extraction rate of 
72%, contains 55% of the flour and, therefore, represents only 40% of 
the wheat milled. This partly explains the higher cost. 


Various non-wheat ingredients are added to the flour such as: 
(1) enrichment by adding vitamins and other nutrients; (2) chemical 
improvers such as potassium bromate to hasten dough development when 
flour is made into dough; (3) chemical blending agents, such as benzoyl 
peroxide, that destroys the natural yellow pigment and produces a whiter 
product; and (4) maturing agents such as chlorine dioxide that cuts the 
natural time of maturing from several months to a few hours. 


3. Hard Spring Wheat Flours, Used in Making Bread 


The qualities of a flour used for bread-making depend on a 
number of factors such as the grade of the flour and the quantity and 
quality of the gluten (protein) in the wheat from which it is milled. 
The quantity and quality of gluten in wheat is partly an inherited 
characteristic and is affected by soil and climatic conditions during 
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the growing and harvesting season. Canadian hard spring wheats have an 
international reputation for quality with good gluten content. Soil 
and climatic conditions, such as frost before the kernels have filled 
out or wet weather during harvest, lower both the quantity and quality 
of the gluten so important in making good bread. Climatic factors, 
therefore, may have an important effect on the milling of flour and 
the quantities exported to other countries. 


Different flours require different treatment in baking for 
best results. The miller, therefore, tries to maintain the quality 
by the control of the mill streams of the different flour grades. 


4. Production of Wheat Flour and Mill Feeds 


Table 1 shows the production of hard spring wheat flour, 
total wheat flour and the hard spring wheat flour as a per cent of the 
total wheat flour production. The table indicates that from 78.9% 
to 85.4% of the total wheat flour is produced from "Manitoba" hard 
spring wheat, grown largely in the three Prairie Provinces. The great 
importance to the milling industry of top quality wheat is apparent. 


TABLE 1. "MANITOBA" HARD SPRING WHEAT FLOUR COMPARED 
TO TOTAL FLOUR PRODUCTION, CANADA, 1949-58 


Hard Spring Wheat 
Hard Spring Flour as a Per Cent of 
Year Wheat Flour? Total Flour Production Total Flour Production 
(thousand ewt.) 


1949 32,706 39,045 83.8 
1950 32,482 41,182 78.9 
1951 38 , 337 4.5029 85.1 
1952 39,679 eel 84,.0 
1953 35,425 143, 602 81.2 
1954 35,616 41,716 85.4 
1955 33,734 39,629 85.1 
1956 33,382 39,987 83.5 
1957 31,050 37,640 82.5 
1958 33,795 41,193 82.0 


a Total of Flour Patents, numbers 1, 2, 3 and Whole Wheat and 
Graham Flour. 


Source: Dominion Bureau of Statistics, Grain Milling Statistics, 
Ottawa, Monthly. 


300 


The production of wheat flour, the quantity exported and the 
quantity available for domestic consumption are summarized in Table 2. 
Wheat flour production increased from 1949 to 1952, decreased from 1953 
to 1957, and increased during 1958. Exports of wheat flour followed 
the same trend as production. The leading market for Canadian wheat 
flour is the United Kingdom. Other important markets are the 
Philippines, Venezuela, Ceylon, the West Indies, Belgian Congo, Japan 
and United States. 


TABLE 2. PRODUCTION OF WHEAT FLOUR, QUANTITY EXPORTED 
AND QUANTITY AVAILABLE FOR DOMESTIC CONSUMPTION, 


CANADA, 1949-58 


Available for 
Year Production Exports Domestic Consumption® 


(thousand cwt.) 


1949 39,045 36.5955 20,087 
1950 Al 4182 a93 764, 21,418 
Up eal 45,029 23,697 21332 
1952 47, 2h 25,694 21,550 
1953 13,602 22,002 21,600 
1954 41,716 19,342 22, 37k 
1955 39,629 17,328 22,301 
1956 39,987 16,950 23,037 
1957 37,640 14,665 22,975 
1958 41,193 175326 23,867 


a Flour available for domestic consumption is obtained by deducting 
exports from production. 


Source: Dominion Bureau of Statistics, Grain Milling Statistics, Ottawa, 
Monthly. 


During the last few years, Canadian wheat flour exports have 
been affected by huge wheat surpluses built up in the United States 
which were being marketed on a "give-away program". This disposal of 
grain and flour is heavily subsidized and is sold on long term, much of 
it for payment in local currencies. A large volume of this surplus 
grain and flour is also bartered and finds its way into traditional 
Canadian markets. Other factors affecting Canadian exports of wheat 
flour should be mentioned, such as re-establishment of the flour milling 
industry in war devastated countries and new flour mills in others. A 
lowering of quality (protein content) for some of the years 1949 to 1958 
has also had its effect in reducing exports of flour. 


With declining exports of wheat flour, great pressures are 
exerted on the domestic market. Increasing population should, in time, 
make the industry less dependent on the export markets, Table 2 showed 
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that the quantity of wheat flour available for domestic consumption 
increased from 1949 to 1958 with decreasing exports, especially between 
1952 and 1957. 


In Table 3 a comparison is made of the production of the main 
grades of hard bread-wheat flour and the total hard bread-wheat flour. 
Patent No. 1 is a finer flour and is largely sold in the retail food 
stores as a family or "all purpose" flour. The flour sold to bakeries 
is mainly No. 2 Patent. A very large proportion of No. 3 Patent flour 
is exported. 


TABLE 3. PRODUCTION OF HARD WHEAT BREAD 
FLOUR, BY GRADES, CANADA, 


1949-1958 
Whole Wheat 
Patent Patent Patent and Total Hard 
Year Now. 1 No. 2 No. Graham Flour Wheat Flour 
(thousand ewt.) 
1949 7,026 9,691 15,498 AIL 32,706 
1950 7,099 10, 543 14,328 pie 32,482 
ODL: Upol9. 225319 19,097 602 38,337 
eB 7,385 LO, 541 Zig 103 590 39,679 
ee: 19392 10,188 17,266 othe) 35,425 
1954 7,654 11,844 Bisbee 585 35,616 
1955 7,314 11,763 LASII6 541 33,734 
1956 Lyent 11035 a3 99a SoS 33,368 
1957 6,961 10,902 12,675 522 31,050 
1958 (koe 1276 13,078 4,70 33,795 
(Per cent of Total Hard Wheat Flour) 
1949 2165 29.6 474 iD 100.0 
1950 268 Bee Abel eo 100.0 
1951 TOL 2965 49.8 1.6 100.0 
1952 18.6 26.6 ele) £65 100.0 
£953 20.9 28.8 48.7 166 100.0 
1954 Ales 33.3 43.6 166 100.0 
1955 eis] B49 41.8 266 100.0 
1956 PAUAS f 34.9 41.7 ILA 100.9 
Ley 22k 35.1 40.8 aS 100.0 
1958 eae BT26 Bsa, ays 100.0 


Source: Dominion Bureau of Statistics, Grain Milling Statistics, Ottawa, 
monthly. 
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Table 4 shows the production of wheat flour and millfeeds, 
i.ee., bran shorts and middlings. The millfeed products remaining after 
the extraction of flour from wheat are normally sold for livestock feed. 
Production of millfeeds, except for the years 1951 and 1952, ranged 
from .33 to .35 pounds per pound of flour produced, 


TABLE 4. TOTAL PRODUCTION OF WHEAT FLOUR 
AND MILLFEEDS?, CANADA, 1949-1958 


Pounds of Millfeeds 
Year Wheat Flour Millfeeds Per Pound of Flour 


(thousand ewt.) 


1949 39,045 13,525 035 
1950 hi ,182 14, 511 35 
1951 45,029 16,914 38 
1952 475 bly 17,040 »36 
1953 13,602 14, 740 034, 
1954 41,716 13,950 233 
1955 39, 629 13,855 035 
1956 39,987 13, 909 235 
1957 37, 640 12, 680 23h, 
1958 41.193 13,900 oy, 


a Bran, shorts and middlings. 


Source: Dominion Bureau of Statistics, Grain Milling Statistics, 
Ottawa, monthly. 


5. Flour Mill Prices for Hard Wheat Flour 


The average selling prices of flour, by grades, total hard 
wheat flour, and total wheat flour are given in Table 5. Prices for 
Patent No. 1 flour, generally used for "all purpose" flour, and to which 
price spreads presented later in this report are related, moved upwards 
in 1950 and 1951 and downwards after 1951. The price for Patent No, 2 
flour, the flour largely used by bread bakeries, and to which price 
spreads presented further on in this study are also related, moved 
downward through the period after 1950. Wheat flour prices for all 
flours generally declined from 1949 to 1957. This reduction in selling 
prices took place even though an additional cost of "enrichment" began 


in, L953. 


The miller's cost of all types of wheat, the selling price of 
millfeeds and of flour per barrel of flour sold, are shown in Table 6, 
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TABLE 5. AVERAGE SELLING PRICE OF FLOUR BY GRADES, 
AT THE FLOUR MILL, CANADA, 1949-1957 


Total 

Patent Patent Patent Whole Wheat® Total Hard All Types 

Year No.l No.2 No.3 Flour Wheat Flour Of Flour 
(dollars per barrel°) 

1949 9.79 8.98 9.34 8.89 9.36 9.29 
1950 9.88 9.13 9.19 9.05 9.31 9,22 
1951 10.02 8.97 9,02 8.89 9.19 9.14 
1952 9.071 Sere 8.80 8.71 8.96 8.92 
1953 9.77 8.53 8.86 8.60 8.95 8.79 
1954 9.39 8.49 8.39 8.28 8.65 8.54 
1955 9.33 8.18 7.83 7.94 8.29 8.19 
1956 8.65 8.17 8.19 8.05 8.29 8.22 
1957 8.86 8.27 8.18 TOL Bear 8.26 


a Whole Wheat and Graham Flour. 
b Total of Patents Nos. 1, 2, 3 and Whole Wheat and Graham Flour. 
c A barrel of flour weighs 196 pounds. 


Source: Dominion Bureau of Statistics, The Flour Milling Industry, 
Ottawa, annual. 


TABLE 6. FLOUR MILLS' COST OF WHEAT, SELLING PRICE OF 
MILLFEEDS AND FLOUR, PER BARREL OF FLOUR SOLD 
CANADA, 1949-1957 


Cost of Selling Price of Selling Price of 
Year Wheat Millfeeds Flour = 
(dollars per barrel of flour) 
1949 9.18 EST A 9.29 
1950 9313 1.89 9622 
1951: 9.04 2.04 9.14 
1952 8.89 2.06 8.92 
1953 8.46 1.64 8.79 
1954 8,02 1.47 8.54 
ee) 7.68 EY 8.19 
1956 7677 1.53 Soce 
Abby 7250 1.41 8.26 


Source: Dominion Bureau of Statistics, The Flour Milling Industry, 
Ottawa, annual. 
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The price of wheat as well as the selling price of flour 
moved downward over the nine years. Millfeed sales offset the cost of 
milling flour and may thereby cushion the effects of falling flour 
prices. The selling price of millfeeds moved upwards for each of the 
years 1949 to 1952, but from 1953 moved downwards. It should be re- 
peated that the market for millfeeds is for livestock feeding. The 
"cushioning" effect of millfeed sales will depend on competitive condi- 
tions in the feed industry. 


6. The Effect of Unused Capacity 
on Flour Mill Production Costs 


Unused capacity results in higher costs per barrel of flour 
produced than if mills are operating at near-capacity. A study by a 
Royal Commission on Price Spreads, published in 1937, showed that below 
capacity production of flour existed in the milling industry following 
World War I. It was shown previously in this study that the production 
of flour, millfeeds, and the quantity exported in general, increased 
from 1949 to 1952, decreased from 1953 to 1957, and then increased 
during 1958. Quantities available for domestic consumption increased 
slightly, but prices of both flour and millfeeds decreased over the 
period. Table 7 illustrates the effect of unused capacity on some 
costs of the milling industry. Over the period, 1949 to 1957, flour 
production varied from 62% to 76% of capacity, averaging 70%. Capital, 
repairs and maintenance expenditures per barrel of flour varied consid- 
erably from year to year, but salaries and wages increased continuously 
after 1950, except for 1956. Increasing mechanization and automation 
and product differentiation may explain why there has not been more up- 
ward pressure on flour prices, particularly from increasing salary and 
wage costs. It would seem that if flour production is to move signif- 
icantly towards capacity much depends on exports. As far as the domes- 
tic market goes, the increase in population is about offset by the de- 
cline in per capita consumption. In an effort to assure themselves of 
a domestic market for their flour, some larger flour mills have made a 
considerable investment in the bakery industry. This investment was 
referred, to in an investigation conducted under the Combines Investiga— 
tion Act” in 1931, and by Royal Commissions on Price Spreads and Prices 
in 1937 and 1948, and has existed over the period covered by this study. 


7. Estimation of the Farm-Retail Spread_on Wheat Flour 


Basic data from the Canada Department of Agriculture were 
used in estimating the farm to retail price spread for flour.* The 


1 Investigation Into An Alleged Combine in the Bread-Baking Industry 
in Canada, Ottawa, 1931. 


2 "Price Spreads and Farmer's Share of the Consumers! Food Dollar", 
Economic Annalist, Canada Department of Agriculture, Ottawa, 
August, 1958, pp.93 and 94. 
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farm value of wheat was based on the domestic wheat price of one bushel 
of No. 2 Northern, in store Fort William-Port Arthur. The average of 
weekly prices for each year is used. By-product values and marketing 
costs from the country elevator to Lakehead storage, such as freight 
and handling charges and Wheat Board expenses, were deducted to derive 
the farm value. The retail price of flour is a weighted average price 
for "all purpose" white flour sold from chain and independent food sto- 
res. The milling and wholesale prices are for No. 1 Patent flour. The 
wholesale price is an average for Toronto and Montreal. 


The calculations of price spreads and farmer's share are sum- 
marized in Table 8. Wheat and flour prices declined over the period at 
all levels except wholesale and retail. Retail prices increased each 
year except for 1955. Wholesale prices advanced to 1953 and declined 
thereafter, but remained above the 1949 level. The overall spread wide- 
ned rapidly from 1949 to 1954, decreased slightly in 1955, and increased 
thereafter. 


Marketing charges for wheat as far as the Lakehead increased 
up to 1953 and then declined to 1949 levels. By-product values increas- 
ed to 1951 and then declined well below the 1949 figure. 


The milling spread and the miller's share of the retail value 
increased over the decade as a whole. At least part of the widening of 
the miller's spread can be explained by the increased amount of consumer 
size packaging performed. The retail spread increased also, and the 
wholesale spread more than doubled. Wholesalers do not handle much flow 
any more compared to chain stores who do their own wholesaling and so it 
is more meaningful to say that the combined wholesale-retail spread has 
widened substantially. 


8. Production of Bread_in the Bread-Baking Industry 


Table 9 shows the quantity of hard wheat bread flour and soft 
wheat cake flour purchased by bakeries reporting to the Dominion Bureau 
of Statistics and their proportion of the quantity of wheat flour avail- 
able for domestic consumption. The hard wheat bread flour purchased by 
the bread baking industry during the period 1949-57 ranged from 47.4% 
to 52.2% of the wheat flour available for domestic consumption; purchase 
of soft wheat cake flour ranged from 2.3% to 3.0%. The production of 
bread by the bread baking industry is shown in Table 10 which shows that 
production increased from 1949 to 1953, decreased slightly in 1954 and 
increased from 1955 to 1957, reaching the high point of production for 
the period in 1957. 
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TABLE 9, HARD AND SOFT WHEAT FLOURS PURCHASED BY THs 


BREAD AND OTHER BAKERY PRODUCTS INDUSTRY AND 
THE QUANTITY OF WHEAT FLOUR AVAILABLE FOR 


DOMESTIC CONSUMPTION, CANADA, 1949-1957 


Wheat Flour 
Purchases of 4 Purchases of < Available for b 
Hard Wheat Flour Soft Wheat Flour Domestic Consumption 


(Thousand hundredweights) 


vine te 97 20,087 
10,149 500 21,418 
10,291 582 21, 332 
10,958 57h 21,550 
11,250 582 21, 600 
a Bil 670 22,37k 
gles S| 634 22,301 
11,925 696 23,037 
11,996 603 eg SHS 

(per cent) 

h7e7 Zeb 100.0 

7k Dod 100.0 

48.2 Zell 100.0 

50.8 Zeit 100.9 

Gyevll. Paty 100.0 

49.3 3.0 100.0 

50.8 eas 100.0 

Sues SNe) 100.0 

S2ee 2.6 100.9 


Adapted from Dominion Bureau of Statistics, The Bread and 
Other Bakery Products Industry. 


Dominion Bureau of Statistics Grain Milling Statistics, 
monthly. 
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TABLE 10. THE PRODUCTION OF BREAD IN THE BREAD 
BAKING INDUSTRY, CANADA, 1949-1957 


Year Bread Production 


(million lbs.) 


1949 1,345 
1950 1,380 
1951 1417 
1952 1,521 
1959 1,554 
1954 ey 
i9>> 1,626 
1956 1,605 
1957 1,651 


Source: Dominion Bureau of Statistics The Bread and Other Bakery 
Products Industry, Ottawa, annual. 


9. Bakery Prices for All Types of Bread 


Table 11 summarizes the bakeries! selling prices of bread, the 
cost of ingredients and cost of hard wheat flour per pound of bread sold. 
The ingredients are mainly of farm origin. The cost of flour per pound 
of bread produced decreased slightly over the 9-year period. The cost 
of other ingredients per pound of bread varied over the period but 
reached its highest level in 1957. Selling prices for all kinds of 
bread increased from 9.04 per pound in 1949 to 12.0f per pound in 1957, 
an increase of 34 per pound or 33.3% 


10. Distribution of Bakery Product Sales By Outlet 


Table 12 gives the distribution of bakery sales at wholesale 
and retail The proportion of wholesale sales increased from 1949 to 
1951, then declined slightly until 1957 when it returned to the 1951 
level. The proportion of house to house sales decreased from 29.2% in 
1949 to 24.3% in 1957. Retail sales from the bakeries! own stores re- 
mained relatively constant over the nine-year period at about 184. 


Most bakeries look upon their delivery men as salesmen, as 
shown by the fact that they get commissions on their sales. The deli- 
very man is the firm's main link with the consumer. In the case of 
wholesale sales to retail stores, the delivery man not only sells but 
arranges for display space and gives advice on other selling details. 
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TABLZ 11. BAKERIES' COST OF HARD WHEAT FLOUR, COST 
OF OTHER INGREDIENTS AND SELLING PRICH PER 
POUND OF BREAD, CANADA, 1949-1957 


a nc ee aera I EEE EE nEIE SIRI RUERRISEREREEERRR RRR SERRE 


Cost of Hard Wheat Selling Price 
Year Bread Flour Cost of Ingredients of Bread@ 


(cents per pound of bread) 


1949 Sac Le? 9.0 
1950 34 2.0 905 
L951 3k Zon 10.5 
1952 oe, neo 10.6 
1953 3.3 ie? 11.0 
1954 3.3 2.0 11.4 
1992 Bae 2.0 11.4 
1956 So. Bol 66 
L957 Jed 263 12.0 


ead as Se Te dn MR Feri s eek = M oede tite BEE ded Jee oe SE eee Se 
a Average price for all sorts of bread sold at wholesale and retail. 


Source: Dominion Bureau of Statistics, The Bread and Other Bakery 
Products Industry, Ottawa, annual. 


TABLE 12. DISTRIBUTION OF SALES IN THE BREAD 
AND OTHER BAKERY PRODUCTS INDUSTRY, 
CANADA, 1949-1 


Retail 
Year Wholesale ® House to House Own Stores Total Sales ~ 
L949 52.6 no oe Lee 100.0 
1950 53.6 28.6 17.8 100.0 
n.9 54. eee 24h.4 Le. 100.0 
1952 56.3 Zo 18.2 100.0 
1953 56.8 25.0 18.2 100.0 
1954 56.9 24.3 18.8 100.0 
R955 PoP 2587 17.8 100.0 
1956 56.3 WANE 18.6 100.0 
£951. 5162 243 18.5 100.0 


a Including sales to restaurants, institutions, etc. 


Source: Dominion Bureau of Statistics The Bread_and Other Bakery 
Products Industry, Ottawa, annual. 
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ll. Estimation of the Farm-Flour Mill- 
Wholesale-Retail Spreads on Bread 


The estimation of the price spread for wheet into bread, as 
for wheat into flour, uses basic data from the Canada Department of 
Agriculture, The price spread was calculated on the basis of a bushel 
of wheat used in making 65.3 pounds of bread. The farm and Lakehead pri- 
ces of wheat used for the flour price spread calculation were also used 
in estimating the price spread on bread. The mill price is for No. 2 
Patent flour, which is the grade usually bought by the bread bakeries. 
The wholesale price of bread is an average for Canada. The retail pri- 
ce used is a Canada weighted average price for plain white bread. 


The calculations made of the spreads and the farmers! share 
over the past ten years, are summarized in Table 13. 


Farm and flour mill prices declined over the decade of study, 
but wholesale and retail prices increased significantly. The combined 
result was an increase of 64.5% in the farm-retail spread on bread. It 
is clear from Table 13 that the increase took place between the sale of 
the flour from the mills and the sale to the consumer at retail, which 
includes bread baking (processing and wholesaling) and retailing. Of 
these the bakery-wholesale margin increased the fastest. 


The farmer's share of the retail price dropped from 23.0% in 
1949 to 12.6% in 1958. The retailer's share increased slightly over the 
period as a whole, and there was a substantial increase in the bakery- 
wholesale share from 55.1% in 1949 to 67.8% in 1957. 


Out of a 24-ounce loaf of sliced white bread which cost 21.1 
on the average at retail in 1957 the farmer received 2.64 for the wheat 
going into it, the wheat handling etc. costs to the Lakehead accounted 
for 1.0f, the flour miller received 0.54, the bread bakery-wholesaler 
received 14.34, and the retailer received 2.7f. Some large bakeries 
sell bread to chain stores under both chain brands and highly advertized 
bakery brands. The chain brands then retail at 2 to 4f a loaf less thm 
either the bakery brand or house delivery. 


The main reason for the widening of the farm-retail spread on 
bread was higher bakery costs, significant among which were labour, 
packaging, promotional and delivery expenses. 


12. Comparison of Canada and United 


States Price Spreads for Wheat 
Flour and Bread 


Canadian and U.S. price spreads cannot validly be compared 
for a number of reasons, the major reason being that Canadian wheat is 
sold under a quite different marketing system than is done by the United 
States. A second basic difference is a difference in the method of 
calculation. For example, in the case of the price spreads presented 


82479—21 
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in this report, the farm price is a derived one from No. 2 Northern 

wheat in store, Fort William-Port Arthur. The U.S. farm price is an 
average price paid to farmers for all wheat. No. 2 Northern wheat, 

however, is the wheat used in the greatest quantity for bread baking 
in Canada, 


82479—21% 
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POTATOES 


Price Spreads_on Potatoes Produced and Sold 
in Canada and the Main Marketing Influences Thereon 


About half of the farmers in Canada grow potatoes. Although 
this proportion is impressive, it has been declining over the last de- 
cade. Concurrently, the average acreage grown per farmer has been in- 
creasing. Potato growing is becoming more specialized and commerciali- 
zed. In 1956 still only about one acre of potatoes was grown by the 
average farmer, but the scale of operation ranges from supplying the 
needs of the farm family at one extreme to giant commercial enterprises 
at the other. 


l. Characteristics of Potatoes Affecting their Price and 
Cost of Marketing 


Potatoes are farinaceous tubers. Many varieties are grown in 
Canada, but they are generally grouped as Whites, Reds and Russets. The 
eastern Canada market is mainly for White potatoes, but an increasing 
acreage of Russets has been produced in New Brunswick. The Prairie 
market prefers Reds and Russets. British Columbia produces Whites for 
the early market and Russets as the main crop. The trend in production 
has been toward higher yields per acre due to improved varieties, cul- 
tural practices, pesticides and fertilizer. Research is being carried 
on to develop a variety of potato resistant to late blight, a wide- 
spread disease. 


There is also a trend toward increased mechanization in po- 
tato growing. Harvesting may be manual or mechanical. The potatoes 
are usually hauled in bulk to warehouses for bulk storage. Potatoes 
are subject to bruising and mechanical injury due to rough handling, 
particularly in harvesting and grading. 


Potatoes are highly perishable unless stored at about 38°F. 
Temperatures between 32° and 38° cause a transposition of starch to 
sugar. Temperatures above 38°, on the other hand, hasten respiration 
and sprouting. Growers without frost-proof storage have to dispose 
of their crop soon after harvest. Because potato harvesting is concen- 
trated in late summer and because yields per acre vary a lot from year- 
to-year depending on the weather, controlled-temperature storage is a 
key factor in marketing. Research has been conducted with some success 
on chemical and other sprout inhibitors. 


The expenses of assembling, storing and distributing potatoes 
make up the major costs in marketing. New ways of handling potatoes 
have been developed, such as consumer-size packaging done either at 
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country shipping points or terminal markets.~ Wholesaling and retail- 
ing are the two main links in the potato distribution chain. In gener- 
al, preparation is limited to washing, grading and packaging the pota- 
toes for fresh sale. During the last decade, however, an increasing 
quantity of potatoes has been processed further into prepared, pre- 
cooked and packaged forms. 


2. General Disposition of the Supply 


Trends in potato production and in the disposition of the 
supply over the last decade are summarized in Table l. 


TABLE 1. SUMMARY OF POTATO PRODUCTION, TRADE, 
PROCESSING AND CONSUMPTION IN CANADA 


DURING THE DWCADE 1948 TO 1957 
(Crop-years beginning July 1 of year shown) 


Average Average 


1948-52 1953-517. 


(million pounds) 


Production 3,915.2 3, 95335 
Imports® Wi2.2 208.0 
Exports® 45468 Biles 
Used for Seed following year 316.8 29567 
Pro cessed® 92.8 177.8 
Waste® 1,002.3 1G 2d, 
Fresh Domestic Use 215869 2,364.1 
a Minus 6.5% for estimated waste, etc. 

b Exports include certified seed. 

ec Calendar year estimates. 

dad Culling, shrinking and other waste allowance of 20% of crop, 


field-run, and another 7% of remaining 80% sold. 


Sources: Dominion Bureau of Statistics Quarterly Bulletin of Agricul- 
tural Statistics, Ottawa; Trade of Canada, monthly; The Fruit 
and Vegetable Preparations Industry, annual. 


Over the last decade there has been a slight increase in the 
production of potatoes in Canada, from an average of 3,915.2 million 
pounds during the five-year period 1948-52 to an average of 3,953.5 


1 U.S.D.A. Highlights of Potato Marketing, Agriculture Information 


Bulletin 114, Washington, 1953, p. 55. 
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million pounds over the five-year period 1953-57. The estimated amounts 
of domestic potatoes used for seed have been decreasing both in absolu- 
te terms and relative to production. The trend in potato imports over 
the last ten years has been upward and the trend in exports has been 
downward. The United States is our major export market, but Canada 

also exports large amounts of table potatoes to Puerto Rico, Venezuela, 
Trinidad and British Cuiana. Canada exports a large volume of seed 
potatoes to the United States and smaller amounts to Argentina, Venezue- 
la, Uruguay, and Cuba. Our potato imports come from the United States. 


New potetoes are admitted into Canada duty-free between 
January 1 and June 14. Otherwise, the Canadian tariff is 37% cents per 
100 pounds on potatoes, including seed potatoes. The United States 
tariff on table potatoes is 373 cents per 100 pounds for the first 
600,000 bushels per year (beginning September 15). For imports in ex- 
cess of 600,000 bushels the United States tariff is 75 cents per 100 
pounds, excepting between December 1 and March 1 when the tariff on 
imports in excess of 600,000 bushels but not in excess of 1,000,000 
bushels is 60 cents. The Unites States tariff on seed potatoes is 373 
cents per 100 pounds for the first 1,900,000 bushels and 75 cents for 
imports in excess of that.+ 


There has been a sharp increase in the amount of potatoes 
used in processing over the last ten years; over the last five years 
potatoes for processing accounted for about 7.5% of the amount of fresh 
potatoes entering consumption. In addition to being processed increas- 
ingly into high-priced products such as potato chips, flakes and french 
fries, potato starch and flour are used as materials in the food pre- 
parations industry, for example bread. The total and per capita con- 
sumption of fresh potatoes has been declining and amounted to an avera- 
ge of about 150 pounds per year ane 1953-57. There has been a down- 
ward trend in the United States also.“ United States per capita con- 
sumption of processed potatoes, however has increased substantially. 


3. Geographical Pattern of Production, Marketing and Farm Prices 


Table 2 contains annual figures of potato production for 
Canada, with the production by provinces shown as a per cent of the 
Canada totals, over the decade 1948-57. The sharp drop in production 
in 1951 was due mainly to the greatly reduced acreage but also to 
lower yield. In general, however, there was a definite increase in 


1 Canada Department of Agriculture, Canada and the United States Tariffs 
on Selected Agricultural Products, Ottawa 1957, p. 14. 


2 U.S.D.A. Supplement for 1956 to Consumption of Food in the United 
1909-52, Agriculture Handbook 62, Washington 1957, p. 27 and The 


National Food Situation, Washington, July 1958, p. 4. 


3 U.S.D.A. Potato Flakes A New Form of Dehydrated Mashed Potatoes, 
Marketing Research Report 186, Washington, July 1957, p. 53. 
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potato yields per acre over the last decade, both for Canada as a 
whole and for the individual provinces. The Maritime provinces have 
had the highest yields over the decade and the Prairie provinces have 
had the lowest. 


The largest potato-—producing province is Quebec. New Bruns- 
wick, Ontario and Prince Edward Island rank second, third and fourth 
in potato production. Production is relatively small in the Prairie 
provinces and British Columbia. The shares of Quebec, New Brunswick, 
Manitoba, Alberta and British Columbia in total production did not 
change materially over the decade. Ontario's, Nova Scotia's and 
Saskatchewan's shares in total potato production fell, and Prince 
Edward Island's share increased. As far as seed potatoes are concerned, 
Prince Edward Island and New Brunswick account for more than 80% of 
total production. 


Although potatoes may be grown almost anywhere there are 
fairly well-defined commercial producing areas in each province. 
Prince Edward Island and the Saint John River valley in New Brunswick 
are the major surplus producing areas in Canada and it is from these 
two provinces that Quebec and Ontario obtain the bulk of their extra 
supplies to supplement local production and from which the bulk of 
Canada's exports originate. Production in Quebec and Ontario is quite 
widespread, but in Manitoba is confined to the area adjacent to Winni- 
pege Saskatchewan has small areas in the vicinity of Regina, and in 
Alberta the bulk of production is concentrated in the area south of 
Calgary. In British Columbia there are two main producing areas, one 
on the Coast and the other in the Interior. 


Seasonally the earliest producing areas are southwestern 
Ontario and coastal areas of British Columbia. Both of the areas make 
substantial shipments to eastern Canada and the Prairies respectively 
until local crops mature. Domestic supplies in all areas are usually 
run down by June 30, and meanwhile the markets are increasingly supplied 
with imported potato products until the new crops mature in Ontario and 
British Columbia during the last week of June. 


Cash income from the sale of potatoes in Canada accounted for 
1.5% of total cash farm income. Among the provinces, potatoes are most 
important to the agricultural economies of Prince Edward Island and New 
Brunswick. In Prince Edward Island over the last decade, cash income 
from potatoes accounted for nearly 28% of total cash farm income. 


Generally, farm prices for potatoes over the last decade were 
highest in British Columbia and lowest in New Brunswick. Farm prices for 
potatoes were higher in Ontario, Alberta and Saskatchewan than in the 
Maritimes, Manitoba and Quebec. 


4. Inspection, Grading and Marketing Channels 


In general, there are three main types of users of potatoes - 
homes, institutions and processing plants. Increasing pressure is being 
placed by retailers upon suppliers and producers for a continuous supply 
of uniformly high-quality potatoes. 
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Potatoes sold for consumption in inter-provincial brades 
and for export are required to be inspected and certified. Potatoes 
may be shipped inter-provincially without inspection and certification 
if the potatoes have been graded and packed in a "Registered Potato 
Warehouse".* They may be packed in 10, 15, 25, 50, 75 and 100-pound 
bags. With the development of self-service retailing, the emphasis has 
been toward smaller packages. Crates are also permitted, but these 
are used only for export. Shippers and wholesalers dealing in the in- 
ter-provincial and international trade are required to be licenced. 
Thereare approximately 850 such licences issued annually of which about 
80 are brokers. 


When U.S. potato grade standards were raised in 1955, Canadian 
minimum size standards also had to be raised for the sake of our export 
trade. But perhaps the most influential change in recent years was the 
introduction of smaller consumer-size packages. Since the permitted 
tolerance of grade defects is more apparent in these smaller packages, 

a more uniform size and quality of product was required. 


Grading and packing may be done either by the grower or ship- 
per. Jf by the grower, he delivers the greded product packed and ready 
for shipment. If by the shipper, the grower delivers field-run potatoes 
to a warehouse owned by a shipper who grades and packs and pays the grow- 
er on the quantity packed out to grade specifications. The surplus or 
culls may be hauled back to the farm for feed or in the case of New 
Brunswick may be sold to a starch factory. In many instances where 
growers are adjacent to the larger cities and towns they may deliver po- 
tatoes direct to the wholesaler or retail chain store, in large or small 
bags. Some chains buy in the larger containers and re-pack to 10-pound 
bags. 


Storage usually takes place at shipping points although in 
some seasons and at times dealers may be inclined to purchase heavily 
in anticipation of a rising market and store on their premises or in 
public storages at destination markets, ‘roducers having adequate 
storage space may sell, or hold potatoes for periods varying from a few 
weeks to eight or nine months depending upon the weather, the type of 
storage and the market outlook, both domestic and in the United States. 
The decision is more or less speculative. Usually the period of largest 
marketings occurs in the autumn following the harvest. The months of 
largest storage are November, December and January, and the months of 
smallest storage are July through October. 


1 Excluding potatoes shipped from the Prairie Provinces and Quebec. 

2 Canada Department of Agriculture, The Fruit, Vegetables and Honey 
Act and Regulations, Ottawa 1958, pp. 20-22, 27-29, 33-35, 100-103 
and 118, 


3 Dominion Bureau of Statistics, Stocks of Food Commodities in Cold 
Storage and Other Warehouses, Ottawa, annual. 
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Sales made to wholesalers by shippers may or may not include 
the services of a broker. If so, a standard confirmation of sale is 
issued on which is detailed the terms of the contract. The trade is al- 
so subject to the Standard Definitions of Trade Terms as outlined on the 
reverse side of the confirmation of sale. The terms of sale in eastern 
Canada are "delivered", that is the onus is on the shipper to deliver at 
the buyer's market a carload or trucklot which will meet the contract. 
In western Canada the terms are usually "f.0.b." which means the shipper 
is responsible for placing the potatoes free on board the car or truck 
in suitable shipping condition and the transit risk is assumed by the 
buyer. 


5. Year-to-Year Variations in Supply and Price 


The production and farm and retail prices of potatoes in Ca- 
nada for the nine crop-years 1949/50 to 1957/58 are presented in Table 
3. In order to facilitate comparison, production and prices are also 
shown in index form in the table. The price is highly sensitive to an- 
nual changes in production and supply.~ The size of the U.S. crop also 
influences Canadian prices, of course. The 1951 potato crop in Canada, 
was about 30% smaller than in 1950. By mid-October of 1951, wholesale 
prices of New Brunswick potatoes in Montreal had doubled their 1950 pri- 
ce. Based on 1949 prices equal to 100, potato price indexes for the 
1951/52 season reached 240 at the farm and 168 at retail. Other year-— 
to-year changes in price were less violent over our period of study, 
but they were not mild either. 


The 1950 crop had been very large, and prices low. Towards 
the latter part of the 1950/51 season, federal assistance was made to 
the New Brunswick and Prince Edward Island potato marketing boards un- 
der the Agricultural Products Co-operative Marketing Act. Over a mil- 
lion bushels of potatoes were diverted by the marketing boards to star- 
ch factoriese 


In 1958, by mid-year, substantial supplies of Prince Edward 
Island potatoes remained unsold from the 1957 crop. In July, the 
federal Agricultural Stabilization Board agreed to purchase these un- 
sold potatoes at 36 cents per bushel, that is 60 cents per 100 pounds. 


6. The Seasonal Pattern of Price Variability 


Mention has already been made of the fact that normally the 
season of heaviest marketings of domestic potatoes is autumn, especial- 
ly the months of October and November. Afterwards marketings tend to 


1 The economist says that the demand for potatoes is highly "inelastic! 
with respect to price. It has been estimated that a 1% change in sup- 
ply results in an inverse change in price of about 33% - U.S.D.A. 
Bulletin LLL ped. 
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TABLE 3. POTATO PRODUCTION AND RETAIL PRICE, 


CANADA, CROP-YEARS*19 Oy TO.1957/ 58 


Weighted Weighted 


Crop- Farm b Retail Price? Farm Retail 
Year Production Price No.l,10-1lb. Production Price Price 
(million ($/ewt.) (cents/bag) 50 = 100) 
pounds ) 

1949/ 

50 4,248.0 1.53 34.9 100.0 100.0 100.0 
1950/ 

yh 1538205 Ihe (8, 2967 10352 85.0 oe L 
1951/ 

Dee PLSD 3.67 5oe5 68.3 PROsO Oy eo 
1952/ 

53-*@. 35 60H.3 2075 51.2 84.8 IE a bas eat 
1953/ 

he O20 6a. a0 See 94.6 fod yi 89.4 
195h/ 

DMP SLO 7.0 2052 L9k dere GES (o> ete 6 
1955/ 

HITS, 96766 1.80 4360 934 1 AOS ee bi By yd 
1956/ 

Dt hy 23205 193 4h.O 99.6 H26.1F POZE 
1957/ 

58 4,407.7 1.75 L563 103.7 lly. 129.8 


a Crop-years for retail price purposes here taken as August 1 to 


b Canada monthly prices prior to 1955/56 weighted by the average 
monthly pattern of the domestic unloads during the three years 
1955-573 from 1955/56 on the actual monthly distribution of unloads 
in each year was used, 


Sources? 


82479—22% 


Adapted from Canada Department of Agriculture Current Review 
of Agricultural Conditions in Canada,annual Situation issue, 
and Annual Unload Report, Fresh Fruit and Vegetables Ottawa; 
and Dominion Bureau of Statistics Prices and Price Indexes 
Ottawa, monthly. 
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decrease to February, rise again to a secondary peak in April and then 
fall to a minimum in June and July. Prices are lowest in autumn when 
potato marketings are heaviest and highest in summer when marketings 
fall to a minimum. Prices at the different levels tend to move up or 
down together from month to month. This pattern of seasonal price va- 
riability at both farm and retail is summarized for nine years of the 
decade of study in Table 4. Generally speaking, when prices are high- 
est seasonally, the farmer's share of the retail price is highest. 

It is not so true to say that the farmer's share is lowest when prices 
are lowest, however. The season of lowest farm shares is the months 
of November through February. 


7. Estimating the Farm-Wholesale-Retail Values and Spreads for 
Potatoes 


Because of limitations of information only approximate meas— 
urements can be made of the farm-wholesale-retail values and spreads 
for table potatoes in Canada over the last decade. Several more-or- 
less arbitrary assumptions had to be made. The calculations involved 
are summarized in Table 5. The values are computed on the basis of 
190 pounds of potatoes sold by the farmer. 


D.B.S. publishes monthly urban retail prices of potatoes 
basis No.l grade in 10-pounds bags. The Canada monthly prices are 
based on quotations from 33 cities - a simple average of independent 
store price quotations and a weighted average of chain store quotations 
based on fixed city population weights. It was desirable to derive 
seasonally weighted retail crop-year prices for Canada. This was done 
by weighting Canada monthly prices by monthly domestic unloads. Monthly 
unloads are the only figures on marketings available on a systematic 
basis with which to weight monthly prices. While not complete they do 
represent a large proportion of the monthly marketings. The unload data 
are published annually by the Canada Department of Agriculture. Un- 
fortunately, only from 1955 on have truck as well as rail unloads been 
recorded. For this reason, the years prior to 1955/56 were weighted by 
monthly unloads over the three years 1955/57. Subsequent years were 
weighted by their own monthly unloads. 


Wholesale prices are published by D.B.S.? for eight cities 
(Halifax, St. John, Montreal, Toronto, Winnipeg, Regina, Calgary, 
Edmonton, Vancouver) basis No.l grade in 75-pound bags, but not for 
Canada. To derive weighted wholesale crop-year for Canada, therefore, 


1 Dominion Bureau of Statistics, Prices and Price Indexes, Ottawa, 
monthly. 


2 Canada Department of Agriculture Annual Unload Report, Fresh Fruit 
and Vegetables on 12 Canadian Markets, Ottawa, annual. 


3 Dominion Bureau of Statistics Quarterly Bulletin of Agriculture Sta- 
tistics, Ottawa (In 1956 Calgary was replaced by Edmonton.) 
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TABLE 4. MONTHLY PATTERN OF FARM AND RETAIL POTATO PRICES, 
CANADA, AVHRAGH NINE CROP YKARS 


Per cent Per cent 

of annual of annual 
Month Retail Priceb Farm Price® 
August ys eee L2o6 | 
September 914 88.6 
October 84.1 S59 
November 85.8 S255 
December 90.5 83.9 
January 92.7 89.1 
February 95.6 91.0 
March 95.8 rbot? 
April 101.0 110.4 
May 108.6 100.5 
June 21387 107.6 
July 126.4 140.8 


a Crop-year taken here as August to July because prices usually reach 
a maximum in July. 


b No. 1 Grade. 
ec All grades sold. 


Sources: Adapted from D.B.S. Prices and Price Indexes, monthly, and 
and Canada Department of Agriculture Annual Unload Reports, 
Fresh Fruit and Vegetables, Ottawa, 


it was decided to weight monthly city wholesale prices by city unloads, 
and then weight city wholesale crop-year prices by city crop-year un- 
loads. 


Farm prices here are average prices received by growers from 
sales of all grades of potatoes. The crop-year used for farm, wholesa- 
le and retail prices is August to July. The highest monthly wholesale 
and retail prices usually came in July, although some new potatoes are 
marketed in that month. Weighted crop-year farm prices were obtained 
by weighting Canada monthly farm prices by the monthly unloads used in 
deriving a weighted Canada retail price. 


Waste in potato marketing has sometimes been calculated at 
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TABLE 5. SUMMARY OF FARM-WHOLESALE-RETAIL SPREADS ON POTATOES” 
CANADA, CROP YEARS? 1949/50 TO 1957/58 


Retail Wholesale 
Value Value Farmer's 
Equivalent Equivalent Ferm- Share of 


Retail ‘of 100 lb.” of 100 1b, Farm Retail Retail 
Price ¢ Farm Sale d Farm Sale © Price Spread Value 
TOetGe) ($) ($) (3/100 lb.) (9) (%) 


Crop Year 


1949/50 34.9 3.24 1.87 1.53 ig at pep? 
1950/51 oF ay 2610 Le, Jaye) 1.46 47.1 
1951/52 58.5 5 Ad 4.28 3.67 eee 67.5 
1952/53 Bue 4.76 2.95 cee ono Mbt 
1953/54 oie 2.90 1.62 Vee} 1.65 43.1 
1954/55 LO 4.59 3,00 DP 2.07 Shed 
1955/56 43.0 4.00 2.45 1.80 2620 45.0 
1956/57 Lh.O 4.09 2.60 1.93 2.16 Lee 
1957/58 45.3 een 2.69 aegis 2.46 41.6 


a Canada No.l grade white table potatoes at wholesale and retail but 
all sales at farm. 


b Crop-year August 1 to July 31. 


ec Canada monthly retail prices prior to 1955/56 weighted by domestic 
unloads during the three years 1955-57, and yearly thereafter. 


dad Assuming 7% waste between farm and retail sales. 
e Monthly wholesale prices for 8 major cities, prior to 1955/56 
weighted by city unloads during 1955-57, and yearly thereafter. 


Assuming 6% waste between farm and wholesale sales. 


f Monthly farm prices prior to 1955/56 weighted by domestic unloads 
during 1955-57, and yearly thereafter. 


Sources: See text. 
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Th” and at other time at PBs ya The United States Department of 
Agriculture assumes a waste in marketing potatoes at 4.2%. It was 
decided here to assume a waste of 7%, and to attribute it mainly to the 
farm-to-wholesale stage in marketing. A waste of 6% was allowed for 
between farm and wholesale sale and a waste of 1% between wholesale 

and retail sale. 


Table 5 clearly shows how in the short crop-year 1951/52 
(previously mentioned), potato prices soared at all levels, particular- 
ly at the farm. The farmer's share rose in that year to about 68% from 
47% in the previous two years. In 1953/54 the farmer's share dropped 
to 43%. In 1956/57 the farmer's share was back at 47%, where it had 
been at the beginning of the period. Comparing the first and second 
halves of the period in Table 5 suggest that the farmer's share has 
fallen, but this is mainly attributable to the extremely high farm 
share in the crop-year 1951/52. Over the period as a whole, the farm 
er's share amounted to about 51%. There was a definite widening of 
the farm-retail price spread in absolute terms, comparing the second 
half of the period of study with the first half. The widening took 
place in both the farm-wholesale and retail components..of the farm- 
retail spread. 


The transporter-wholesaler's share (or combined transporter- 
broker-wholesaler share) amounted to about 113% of retail value over the 
period as a whole. The combined share narrowed while the farmer's 
share widened in the early years of the period, however, and then the 
share widened as the farmer's share contracted to its initial size. 
Brokerage wes 2-2/3f to 4@ per 100 1lb., which would amount to about 


# of 1% of the retail price. 


The retailer's share averaged about 373% of retail value over 
the period as a whole, with no definite upward or downward trend dis- 
cernible. The retailer's share was more stable than either the farmer's 
or wholesaler's shares. 


The reasoius for the widening of the farm-retail spread appear 
to have been higher labour and material costs of packaging, higher trans- 
portation costs and constant per cent markups at wholesale and retail 
on a rising farm price. 


1 D.B.S. Handbook of Agricultural Statistics, Part IV, Food Consump- 
tion in Canada 1926-55, Reference Paper 25, Ottawa 1958, p. 3. 


2 Canada Department of Agriculture price spread data in the Economic 
Annalist, August 1958, p. 94. 


3 U.S.D.A. Farm-Retail Spreads for Food Products, Agricultural 
Marketing Service, Misc. Pub.741, Washington 1957, p. 129. 
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8. Comperison with the United States 


In view of the fact that United States estimates of potato 
price spreads assumed a waste in marketing of 4.2%, in contrast with 
our assumption of a 7% waste, the farmer's share in the United States 
would work out to be smaller than that of the Canadian farmer. More- 
over, there are cther known and unknown elements of incomparability. 
Directions of change, if not levels, in the Canadian and United States 
figures should be comparable, however. With this in mind, we have 
shown the data on farmer's share for the two countries in Table 6 with 
waste assumptions for Canada of both 4.2% and 7%.. Even if only 4.2% 
waste is assumed in marketing Canadian potatoes, the Canadian farmer's 
share of the retail value was usually higher than for his United States 
counterpart. 


TABLE 6. COMPARISON OF FARMER'S SHARE OF RETAIL 
VALU# OF POTATOEBS, UNITED STATS AND 


CANADA, 1949 TO 1957 


United States? Canada” 
4.2% Waste 4.2% Waste 71% Waste 
1949/50 47 46 47 
1950/50: 10 46 7 
1951/52 42 65 68 
1952/53 51 56 58 
1953/54 35 42 1,3 
1954/55 34 oe 55 
1955/56 3h Aly 15 
1956/57 39 16 ik 
1957/58 28 1,0 he 


a Calendar years. 

b Crop-Years 1949/50 to 1957/58. 

Sources: U.S.D.4. Farm-Retail Spreads for Food Products, Agricultural 
Marketing Service, Misc. Pub. 741, Washington 1957, pp.41 and 
129, The Marketing and Transportation Situation, Washington, 
January 1958, p. 47 and this study, Table 5. 


1 For example, the U.S. figures are for calendar years and ours are 
for crop-years. 
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TOMATOES 


l. Characteristics of Tomatoes Affecting Their 
Price and Cost of Marketing 


Field tomatoes are a highly perishable crop and they must, 
therefore, be delivered quickly to the processing plant or to the ulti- 
mate consumer. Before they reach the ultimate consumer, tomatoes have to 
be assembled, graded, packed in containers and shipped from the grower 
to the market or from the grower to the prepackaging plants and then to 
the retailers. In these operations packaging materials and labour are 
the most important cost factors. Another important cost factor is 
waste and spoilage losses which run up to 18% of the quantities handled 
and approximate in importance the total cost of direct labour. Thus, 
the care with which tomatoes are handled, both before and after they are 
placed in appropriate shipping containers, is of great importance in 
establishing grade. 


Tomatoes are sold in various containers. In Ontario the most 
usual containers are 6—quart baskets containing 10 pounds, and ll-quart 
baskets containing 17 pounds. Boxes of about 30 pounds are used in 
Quebec, while the 4-basket crates (20 pounds) and the lugs (30 pounds) 
are used in British Columbia. Boxes, lugs and 4=basket crates are norm 
ally used up to the wholesaler's level. Tomatoes are usually sold to 
consumers in window-cartons or trays. 


According to government rogulations- field tomatoes are graded 
as Canada Select, Canada No. 1 and Canada No. 2. Tomatoes meeting the 
requirements of Canada 2 grade may be marked "Canada Domestic" when 
packed in baskets or hampers. All graded tomatoes have to be of one 
variety or similar varietal characteristics, well formed, sound, clean, 
of uniform state of development and properly packed. Also, hothouse 
tomatoes grown in British Columbia are subject to similar regulations as 
field tomatoes. In addition to federal regulations which apply to inter- 
provincial and export trade, there are also provincial regulations which 
apply within the province to tomatoes grown for fresh market and for pro=— 
cessing purposes. 


Alternate Uses 


Tomatoes are sold in a greater variety of forms than any other 
vegetable. Of the total tomato crop about 20% is being marketed as 
fresh tomatoes and about 80% is used for processing. The most common 
uses of processed tomatoes are canned tomatoes, tomato juice, catsup, 
soups, pulp, puree, paste and sauce. 


1 Canada Department of Agriculture, The Fruit, Vegetables and Honey 
Act Regulations, Ottawa, 1957. 
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2. General Disposition of the Crop 


Trends in the total supply and disposition of field tomatoes 
over the period 1949-58 are summarized in Table 1. After a record high 
crop of field tomatoes in 1948, the production dropped substantially in 
two subsequent years but since 1951 the annual production has increased 
again and remained between 600 and 800 million pounds. The changes in 
production are caused by the change in the total acreage used for plant- 
ing and the yield per acre which in turn depends on quality of plants, 
weather conditions, soil, choice of location, fertilizer practices, 
cultural factors (such as date for field setting, planting distance, 
care of plants), and diseases affecting tomatoes. 


However, since about 80% of the field tomatoes are used for 
processing, the primary factor of any eventual change in crop production 
would be the processor, who usually decides in advance what quantities 
he will need for processing and signs a contract with the growers accord-— 
ingly. 


3e Geographical Pattern of Production and Marketing 


Although the field tomatoes are grown in most regions of 
Canada, the bulk of the commercial crop is produced in Ontario, Quebec 
and British Columbia. However, these three provinces are far from being 
equal in importance. The 10-year average (1949~58) shows that the princi- 
pal producer is Ontario with 80.4% followed by Quebec, 13.6%, British 
Columbia, 4.9%, Maritimes, .7% and Manitoba, .3%. 


The emergence of Southern Ontario as a principal tomato produc-— 
er is due, in addition to the proximity of the large population centres, 
to good soil factors and the favourable climatic conditions. Whereas in 
many parts of Canada, tomato growing is a side-line activity, in Southern 
Ontario, and more specifically in Essex and Kent counties, it is an im- 
portant cash crop. 


Tomatoes for Processing 


The bulk of field tomatoes for processing is grown on a basis 
of acreage contract between the individual grower and the purchasing pro-= 
cessor. In Ontario and British Columbia minimum prices are established 
each year by negotiations between the representatives of the producers 
and the processors, called by provincial marketing boards. In Ontario 
minimum prices for processing tomatoes are established on a grade basis. 
The price differential between the highest and the lowest grades varies 
from $10 to $12 a ton. This difference in price is a stimulus to the 
growers for the production of high quality tomatoes. 


The 1949-57 average shows that in Ontario up to 85% of the crop 
is sold to the processors and in British Columbia and Quebec the proport~ 
ion is about 80¢and 65%, respectively. 
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Tomatoes for Fresh Market 


The available reports for the years 1955-57 indicate that 
only about 20% of the field tomatoes sold on the fresh market are of 
Canadian origin. Imported tomatoes are shipped into Canada all year 
round and only during the summer months, July-September, are the ship-— 
ments slightly smaller, because at that time the domestic crop is sold 
in larger quantities. As already mentioned, tomatoes are grown in many 
parts of Canada and the bulk of the production is usually consumed in 
the region or province in which it is produced. There are indeed two 
provinces only that send fresh tomatoes outside their borders. Ontario 
consumes up to 70% of its production and the remainder is shipped mostly 
to Quebec and the Maritimes. British Columbia retains for its own use 
55% to 60% of the fresh tomatoes and the rest is sold in the Prairie 
Provinces. Quebec fresh tomatoes find their market almost exclusively 
inside the province, with very small quantities being shipped to Ottawa, 


The three-year average (1955-57) of the shipments of fresh 
domestic tomatoes on 12 Canadian markets shows that Ontario contributes 
65% of the Canadian total followed by British Columbia = 18%, Quebec ~ 
10%, Manitoba ~ 5% and Maritimes - 2%, 


For Toronto, Vancouver and Winnipeg markets domestic fresh 
tomatoes are transported almost exclusively by trucks. Cities in the 
Prairie Provinces, other than Winnipeg, get their shipments 100% by rail, 
and the Maritimes and Quebec use both transportation systems almost in 
equal proportions. On the whole about 70% of the domestic fresh tomatoes 
are shipped to the markets by trucks. 


kh. Year-toxYear Variations in Su and Prices 


Table 2 illustrates the year-to-year variations in total pro- 
duction and prices over the period 1949—58. There have been consider- 
able year-to-year variations in tomato-crop production and in prices, 
but there appears to be no direct relationship between the variations in 
the quantities produced and the prices. In comparing the indexes of 
production and prices which are presented in Table 2, one can see that in 
1953 when there was a decrease in the crop production the farm prices 
went down also, and in 1954, with still further decrease in the produc- 
tion, the farm prices went up. Similar variations in the production as 
well as in the farm and retail prices could be noted during the whole 
decade 1949-58. Farm prices seem to depend to a greater extent on the 
availability of stocks of processed tomato products at the beginning of 
the season and on the price of imported tomatoes and tomato products 
than upon domestic tomato production. For example, in 1952, when the 
crop was the highest during the decade 1949 to 1958, farm prices were 
also the highest whereas the stock of tomato products in that year was 
the lowest of the decade. The year-to-year variations in retail prices 


1 Canada Department of Agriculture, Annual Unload Report Fresh Fruits 
and Vegetables on 12 Canadian Markets, Ottawa, Annual. 
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of canned tomatoes have also been caused more by the availability of 
stocks than by the size of the crop. 


TABLE 2. INDEXES OF TOTAL PRODUCTION, RETAIL 
PRICES AND FARM PRICES AND STOCKS OF 


CANNED TOMATOES, CANADA, 1949 TO 1958. 


Stocks of 

Canned 

Farm Retail Tomatoes 

Year Production Price Price on Jan.l 

(1949 = 100) 

1949 100,0 100,0 100.0 100,0 
1950 91.0 106.0 88.0 119.1 
1951 134.0 I3is0 115.0 ppryp) 
1952 152 O Lo Leo 143.0 28.0 
L253 122,0 13340 121.0 100.9 
1954 106.0 139.0 107.0 106.8 
192 130.0 132.0 131.0 Ab ok 
1956 113.0 148.0 136,0 56.7 
1957 115.0 133.0 145.0 68.1 
1958 TS e®) Tsae 13260 69.3 


Sources: D.B.sS. The Fruit and Vegetable Preparations Industry, Annual, 
Handbook of Agricultural Statistics, Part V, and the Prices 


Section. 


5e Seasonal Variations in Prices 


Seasonal variations in wholesale and retail prices for canned 
tomatoes and retail prices for fresh tomatoes over the decade 1949-58 
are shown in Table 3. 


Because the farm prices for canning tomatoes are negotiated 
prices and usually do not change during the season, this has had cer- 
tain stabilizing effects on the wholesale and the retail prices for pro-= 
cessed tomatoes. However, the wholesale prices do show more pronounced 
variations during the year than the retail prices of canned tomatoes. 
They are above annual average during the winter months and below the 
annual average between March and September. 


In contrast to prices for processed tomatoes the prices for 
fresh tomatoes indicate strong seasonal variations at both retail and 
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wholesale levels.* Especially at the end of June or the beginning of 
July, when the new crop of field tomatoes enters the market, there is 
a significant drop in wholesale and retail prices. Table 3 illustrates 
the changes in retail prices for fresh tomatoes for the whole year and 
Table 4 shows changes in wholesale prices between June and October, 
when domestic field tomatoes are marketed. Although Table 4 gives 
prices for Metropolitan Toronto only, it is quite representative for 
other Canadian markets. 


6. Retail Prices - Selected Cities 


There has been a marked difference in the trends of retail 
prices for fresh and canned tomatoes in major Canadian cities. Be- 
tween 1952 and 1958 retail prices for fresh tomatoes increased by about 
50% in Vancouver, 40% in Toronto and Montreal and 25% in Winnipeg and 
Halifax. For the same period retail prices for canned tomatoes showed 
a decrease in all cities mentioned, ranging from about 2% to 12%. The 
biggest decline in prices occurred in Montreal and the smallest in 
Halifax. 


7. Estimating the Farm—Processor-Retail 
Spreads for Canned Tomatoes. 


Canned tomatoes are the only tomato product for which farm, 
processor and retail prices are available, thus enabling the measure— 
ments of farm-processop-retail spreads and the processor's and farmer's 
share of retail value. 


In estimating farmeretail spread for canned tomatoes one 
should keep in mind that the farm price for canning tomatoes is an 
average price received by the growers for all grades and varieties and 
the retail price is for choice quality only, consequently, the farmer's 
share is, to some extent, on the low side. 


The summaries of calculations of farm-retail spreads for 
canned tomatoes are shown in Table 5. In these calculations it was 
assumed that seven-tenths of canned tomatoes sold to the consumers in 
any one year come from the previous year's crop and that three-tenths 
are from the current year's crop. 


There have been wide fluctuations in retail and processor 
prices over the decade. Farm prices have shown smaller fluctuations. 
The farm-retail spread for canned tomatoes is much more variable than 
for other canned vegetables. Between 1950 and 1952 it increased from 
$9 per ton to $159 per ton and then decreased sharply for the next two 


1 Farm prices for fresh tomatoes not available. 

2 While the value of factory sales of tomato juice is higher than for 
the canned tomatoes, there are no retail and wholesale prices avail- 
able for tomato juice. 
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years. Over the period under study, processor and retail prices in- 
creased, and also, but to a lesser extent, farm prices. The farmer's 
share increased from 20.0% in 1949 to 23.3% in 1954, but then declined 
to 18.3% in 1957. The spread widened mainly because of increased pro= 
cessing costs. In addition, canned tomatoes were imported in increasing 
quantities over the decade, and the spread was widest in the years of 
heavy imports. 


8. Comparisons with the United States 


The comparisons of the farmer's share between Canada and the 
United States over the period 1949-57 are shown in Table 6. Taking into 
account some differences in conversion factors, the farmer's share in 
both countries does not differ substantially over the period under study. 
The farmer's share shows a downward trend in both countries, but in the 
United States it is more pronounced. Canadian retail prices for canned 
tomatoes show larger variations from year to year than those in the 
United States and this explains in part why there are wider year-to-year 
differences in the farmer's share in Canada than in the United States. 


TABLE 6. FARMER'S SHARE ON CANNED TOMATOES, CANADA AND 
THE UNITED STATES, 1949 TO 1957. 


LOUD 9500 AA 95T 21952 195388 W095 L 21955 1.9564. 1957. 
(per cent) 


Canada 20 ou 19 18 22 23 19 19 18 


United States 20 18 16 19 18 16 i) Ws 16 


Sources: United States Department of Agriculture, Farm-Retail Spread 
for Food Products, Agricultural Marketing Service, Misc. Pub. 


741, Washington, 1957, pe 132, The Marketing and Transportation 
Situation,Quarterly, and this study, Table 4. 
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PEAS 


The pea plant will grow over a fairly wide range of soil 
types, but its yield and quality will vary greatly with weather condi- 
tions. A cool growing season with frequent rainfall is favourable to 
the increased production of tender, sweet peas of good colour. Also of 
great importance is the decision as to when harvesting should begin, 
because this decision affects the yield and the quality of green peas. 
The processor is concerned with getting peas of top quality, while the 
farmer, in addition to that, is also interested in obtaining a large 
yield in pounds per acre. Pounds per acre are greatest when peas are 
allowed to ripen to full maturity, but the average quality of peas is 
higher if peas are harvested before this point. To achieve the optimum 
result, the very closest co-operation and advance planning between pro- 
cessor and farmer is required. For that purpose a schedule of planting, 
harvesting and processing is worked out ahead of time. When the desir-~ 
ed maturity has been reached, usually the processor's field man calls 
for the harvesting to begin, Tractor=drawn mowing machines cut the 
vines, which are then automatically loaded into trucks and driven to 
the viner. This is a machine which shells the peas. The peas are then 
loaded in boxes and immediately sent to the processing plant, where 
they are graded with the help of the "tenderometer", 


Peas canned in registered establishments are examined by a 
Canada Department of Agriculture inspector. The canned peas are graded 
into Canada "Fancy", Canada "Choice" and Canada "Standard". Each of 
these grades is usually subdivided into five sizes of pea from No. l, 
the smallest, to No. 5, the largest, but they may also be canned unsizede 


Over the period under study, the yield per acre was increasing 
from a low of 1,700 pounds in 1949, to a high of 2,700 pounds in 1957, 
with an average for the whole period of 2,100 pounds. The years 1957 
and 1958 were particularly favourable for high yield and high quality 
of peas. Of the total canned peas produced in these two years, about 
50% were graded as "Fancy", 35% "Choice" and 15% "Standard" and other. 


Geographical Distribution 


The leading provinces in the production of peas for processing 
are Ontario, Quebec and British Columbia, but peas for processing are 
also grown in the Prairies and Maritime Provinces. Over the decade of 
study, central Canada accounted for 74% of the total contracted acreage, 
Prairies 12%, British Columbia 10% and the Maritimes 4%. The main areas 
of contracted acreage are located in western Ontario, the St. Lawrence 
lowlands in Quebec, the Fraser River valley in British Columbia, the 
Tabor-Brooks-Lethbridge area in Alberta, the Lake Winnipeg area in Manie 
toba, the St. John River valley in New Brunswick, and the Annapolis 
Valley and Pictou County in Nova Scotia. 
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The contracted acreage increased irregularly from 1949 to a 
record high in 1955, and then decreased to the end of the decade. On 
the whole, the contracted acreage for peas for processing has shown an 
upward trend. The year-toeyear variation in contracted acreage was 
closely related to the stocks of canned peas at the beginning of each 
yearo 


It is the practice of firms engaged in processing of peas to 
sign contracts with growers at an agreed minimum price early each year 
for the acreages they will require for the season's activities. A mae 
jor purpose of such contracts is to provide assurance of supply to the 
processors. This policy of adjusting production has a stabilizing ef- 
fect on prices, as during the season there are very slight seasonal 
variations in prices at the farm, processor or retail levels. 


Canned Peas 


Supply and Disposition 


Over the decade 1949-58 the commercial production of green 
peas showed an upward trend and averaged close to 100 million pounds 
per year. The quantity used for processing (canning and freezing) re- 
presented about 93% of the reported total production. Of the total 
amount of green peas purchased by the processors, about 80% was used 
for the production of canned peas. Canned peas are not only the most 
important of all forms of peas used for consumption, but are also one 
of the principal canned vegetables. Over the period under study, can- 
ned peas alone accounted for more than one-fifth of all canned vege- 
tables in terms of pounds of product. 


Table 1 shows the supply and disposition of canned peas over 
the decade 1949-58. The production of canned peas, which has been in-~ 
creasing over the period under study, has changed significantly from 
year to year. The changes in production are, to a great extent, influ- 
enced by the availability of stocks at the beginning of the year, which 
in turn influences the size of contracted acreages, For example, the 
second largest stocks of canned peas at the beginning of 1949 caused 
the drop in production of canned peas to its lowest level in the decade. 
Similar inverse relationships can be observed in other years, Also, 
imports and exports are influenced by stocks and production, but the 
relationship is not so evident because here a more decisive factor 
could have been the differences in prices between domestic and foreign 
canned peas. Over the period as a whole, imports exceeded exports, but 
not conspicuously. Neither imports nor exports accounted for more than 
1% of production, From Table 1 it can also be seen that, over the de- 
cade, per capita consumption remained fairly stable and the increase in 
total domestic disappearance was a result of the increasing population. 
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CANNED PEAS, SUPPLY AND DISPOSITION 


TABLE 1. oe 


CANADA, 1949 TO 1958 


i 


Apparent 

Domestic 
Stocks Stocks Disappearance 

Calendar at Produc at Per 
Year Jansrds ation Imports? Dec. 31 orts* Total Capita 
thousand pounds pounds 
1949 103-5393 om 615251. 7 65,595 Lyli27 97,722 723 
1950 65,595: seig2i3 39 42,520 706 93,681 6.8 
£95. 42,520 115,024 87 625475 533 94,5623 607 
L952 62,4754 965395 491 63392 360 95,609 66 
1953 635392 (998522555 ody S5k 67,254 304 955920 665 
1954 67,25: 100,103) a2 695 71,683 LO 96,920 bok 
1955 Th» 683.0 13h,056 = 214036 94,894 947 110,936 Wal 
1956 94,894 103,589 1,642 85,810 2j16he 21125054 720 
957 85,8101. 146,9785i an 1 79leintlOs39k 954 123,038 Tek 
1958b 410,394 15.86 57.99 499 96,616 969 102,107 6.0 

a 16% was deducted from Trade of Canada figures to allow for weight of 
containers. 


b Preliminary. 


Source: Adapted from D.B.S., The Fruit and Vegetable Preparations In- 
dustry, Ottawa, Annual; Pack of Canned Fruits and Vegetables, 
Ottawa, Annual; Stocks of Canned Fruits and Vegetables, Ottawa, 
Quarterly; and Trade of Canada, Ottawa, Annual. 


Estimating the FarmeProcessor-Retail Price Spreads 
for Canned Green Peas 


The basis of calculation is one ton of peas sold by the farm- 
er for processing. Farm prices are weighted regionally by size of pack 
to derive the average for Canada. Retail prices are for "Choice" 20 
ounce tins of unsized peas. The estimates of farm-processor-retail 
spreads on canned peas are summarized in Table 2. 


Retail prices increased between 1949 and 1953, and then de- 
clined, except for 1957. Processor selling prices, in general, follow- 
ed the pattern of retail prices. Farm prices increased rapidly from 
1949 to 1952, and then remained fairly steady, weakening a little. The 
farmeretail spread increased between 1949 and 1953, and then narrowed 
to 1956, widening again in 1957. The increase in combined wholesaler-~ 
retailer spread was larger than the increase in processor spreade 


The farmer's share of the retail value shows a slight upward 
trend over the period, from 19.3% in 1949, to 20.3% in 1957. The pro- 
cessor's share of the retail value ranged from a high of 67.1% in 1951, 
to a low of 52.7% in 1955, and averaged 59.6% over the period. 
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Frozen Peas 


Frozen peas, like other frozen foods, represent a comparative- 
ly recent, and certainly a growing outlet, for farm products, Over the 
period of study, the production of frozen peas increased from 5.4 mil-~ 
lion pounds in 1949, to 21.2 million pounds in 1958. 


Although the process of quick freezing was discovered in 1920, 
it was not until after World War II that the production reached a pla- 
teau in its development and the product found general acceptance. 


Frozen peas is a leading product in the whole group of frozen 
fruits and vegetables. It has accounted for an increasing proportion 
of the total weight of frozen vegetables, increasing from 50.6% in 1949, 
to 66.3% in 1957, and averaging over 60% for the period as a whole. 
Also, per capita consumption of frozen peas has shown a significant in- 
crease in the same period. Per capita consumption of all frozen vege- 
tables increased from about 0.5 pounds in 1949, to about 3.5 pounds in 
1958, and frozen peas represent the largest volume in the whole group. 


The popularity of frozen peas is growing because they are 
readily preserved in frozen form and maintain the flavour, texture and 
colour of fresh green peas. 


Frozen peas are also used in the production of soups, baby 
foods, frozen mixed foods and prepared frozen foods. 


General Description of Production and Processing 


Peas used for freezing are grown under the same conditions of 
soil and climate as peas used for canning. Although there are differ- 
ent varieties of peas grown in Canada, and those used for canning are 
not necessarily the best for freezing, there are, however, few varieties 
which are suitable and are, therefore, used for both canning and freeze 
inge 


The processing of peas for freezing involves two separate 
operations, which often take place in different plants. The first 
operation, which is a preparation for freezing, is very similar to that 
of canning. The shelled peas, which have been accepted at the plant, 
pass through several stages of processing which consist of cleaning, 
blanching, sometimes grading and sizing, cooling and packaging, 


Many different types of containers or packages, as to shape, 
size and package material, are used. The packages must have low moiste 
ure transmission, protection against contamination and attractive ape 
pearance. In view of these considerations, packages are usually a 
costly item. 


After this preparatory operation the peas are ready for the 
final operation, which is freezing. As already mentioned, this can be 
done either in the same preparation plant, or in a separate plant. It 
is important, however, that wherever freezing is done it must be done 
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as quickly as possible in order to avoid quality deterioration. Once 
frozen, peas have to be stored in cold storage, and when shipped they 
must be kept in refrigerated railway cars or refrigerated trucks. 


Frozen peas are graded as Canada "Fancy" and Canada "Choice". 
Plants doing the freezing of peas are under the same frequent and regu- 
lar inspection by the Department of Agriculture as the plants engaged 
in other processing operations, 


Major Producing Areas 


Because of the perishability of frozen vegetables, the prepa» 
ration for freezing and freezing operations have been carried on mostly 
in the areas of commercial production. In Canada these areas are gen-~ 
erally small and widely distributed across the country. In the produce 
tion of frozen vegetables of which peas make a major part, British 
Columbia has assumed the leading role, followed by Ontario and Alberta. 
Frozen vegetables are also produced in Quebec and the Maritimes, but in 
smaller quantities. 


Marketing Problems 


The fact that the frozen foods must not be permitted to thaw 
- even slightly - until they reach the consumer, creates many problems 
not common to other grocery products, Frozen foods have to be kept in 
cold storage all the time, and when transported or distributed to re- 
tail outlets, they must be delivered in refrigerated trucks. Also, the 
retail outlets must have freezer storage and cabinet space. Lack or 
shortage of these facilities makes the distribution of frozen foods 
costly, if not impossible. Another limiting factor in the rapid devel- 
opment of the Canadian frozen fruit and vegetable preparations industry 
is the long and thus costly transportation from Canada's main surplus 
producing areas in British Columbia and Alberta to large population 
centres in Ontario and Quebec, 


In addition to the problems just mentioned, the Canadian froe 
zen fruits and vegetables industry has to face foreign competition. 
Over the period studied, imports of frozen vegetables showed a great 
increase from less than half a million pounds in 1949, to over 20 mile 
lion pounds in 1956, whereas exports remained low. 


Estimating the Farm-Retail Spread for Frozen Peas 


The summary of calculations of the farmeretail spread on fro- 
zen peas is presented in Table 3, The calculation is made on the basis 
of one ton of peas sold by the farmer for processing. The same price 
had to be assumed as for canned peas, and this may underestimate the 
farm price and the farmer's share, and overestimate the farmeretail 
spread. The validity of general conclusions will not be impaired, howe 
eCvere 


Table 3 shows that the retail price for frozen peas declined 
from 31.5¢ for a 12-ounce package in 1952, to 23.8¢ in 1957. The farm 
price also declined from $98 per ton in 1952, to $94 per ton in 1957, 
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TABLE 3, SUMMARY OF FARM-RETAIL SPREADS ON FROZEN PEAS, 
CANADA, 1952 TO 19574 


Retail Farm 

Equivalent Price Farmer's 

Value of Calendar Farm Share of 
Calendar Retail 1 Ton Year Retail Retail 
Year Price? Farm Sale Basisd Spread Value 

(¢/12-026 ($) ($/ton) @) (%) 
pkg.) 

1952 3145 77 98 649 eh 
1953 30.8 73u 96 635 131 
1954 2726 655 96 559 14.7 
1955 2526 607 98 509 1661. 
1956 2542 598 96 502 16.1 
1957 2328 565 94 471 16.6 


a Retail prices not available prior to 1952. 
b Retail price for "Fancy" quality peas. 
c Based on 1 lb. fresh = .89 lb. frozen. 


d Average weighted price for shelled, green peas for processing. It 
is assumed that 63% of frozen peas sold to customers in any one year 
come from the previous year's crop and 38% from the current year's 
pea crope 


Source: D.B.S., Prices and Price Indexes, Ottawa, Annual; and The 
Fruit and Vegetable Preparations Industry, Ottawa, Annual. 


but its decline was much less pronounced. Concurrently, the farmeretail 
spread declined, and the farmer's share increased from 13.1% in 1952, 
to 16.6% in 1957. 


The marked decline in retail prices of frozen peas, in spite 
of the increase in per capita consumption, is all the more conspicuous 
in contrast with the increase in retail prices of canned peas. There 
seem to have been three main reasons for the declining prices of frozen 
peast (1) increased domestic production and larger imports; (2) better 
distribution facilities for frozen foods, and increased freezer space 
at retail and in the home; and (3) increased competition from other 
frozen vegetables, 


Comparisons with the United States 


The estimates of the farmeretail spread on canned and frozen 
peas indicate that over the period 1949857 the farmer's share on canned 
peas in Canada has been consistently higher than in the United States, 
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whereas on frozen peas the opposite was true until 1954, and since then 
the farmer's share has been almost the same. Although there are dif- 
ferences between the two countries, in the quality of the product price 
ed, and the size of containers, nevertheless, comparison indicates that 
certain trends are similar in both countries. Both Canadian and Ameri- 
can farm and retail prices for canned peas show an upward trend; how- 
ever, in Canada it is much more pronounced. Over the whole period, 
American retail prices for canned peas have been much higher than Cana- 
dian prices, whereas farm prices for canned peas were much closer, Bee 
tween 1952 and 1954, retail prices for frozen peas in Canada were 
considerably higher than in the United States and the farmer's share 
lower. Since 1955, however, the prices and trends are fairly close in 
both countries. 


82479—23 
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CANNED CORN 


Factors Affecting Quantity and Quality of Corn Produced 


Sweet corn can be grown on a wide range of soil types. How- 
ever, a large yield and high quality are entirely dependent on weather 
and growing conditions, Unfavourable weather, such as frost at the time 
of planting or harvesting, can affect considerably the yield and quality. 
Corn will be of high quality when it is ripening at high temperatures 
with sufficient moisture and when it is harvested at its optimum stage 
of maturity. Corn that is immature results in a watery pack and, if 
over-ripe, the kernels become hard and starchy. Sweet corn has been 
greatly improved for canning purposes since World War II by the develop- 
ment of hybrid varieties. Over the decade under study the yield per 
planted acre has increased from a low of 4,100 pounds in 1951 to a high 
of 7,000 pounds in 1958 with an average for the whole period of 5,360 
pounds. 


Brief Description of the Canning of Sweet Corn 


Corn can be consumed in either fresh or processed form, About 
90% of the sweet corn produced in the last decade has been processed and 
the remainder consumed on the farm or sold to the fresh market. Table 1 
shows the production of sweet corn, quantities processed and the per 
cent of quantities processed of the total crop. 


Corn is usually picked by a machine harvester. The ears of 
corn are then transported by truck from the field to the cannery, where 
the load is weighed and the farmer paid. In a modern plant, the corn 
passes through the various canning operations by a conveyor system. 


At the plant the corn first passes through a husking machine 
that removes the husks. It is then thoroughly washed and passed over a 
sorting belt where any stock not suitable for canning is discarded. 
Husks and trimmings, which make up approximately one-third of the weight 
of unhusked corn, may be used as feed for livestock. Finally, the cobs 
pass through a machine cutter, which removes the kernels and makes them 
ready for ultimate processing. 


Corn is usually processed into two main "styles" -- cream 
style which may be packed in brine solution or homogenized (cremogenized), 
and whole kernel style, which may be packed in brine or vacuum-packed,. 
There is also a small amount of corn on the cob packed usually four to 
six cobs per can, The different styles of canned corn are graded into 
Canada "Fancy", "Choice" and "Standard", The processing plants are und-= 
er frequent regular inspection by the Canada Department of Agriculture 
staff who examine the products and check for grade. 


The quantity breakdown of the sweet corn pack for the years 
1957 and 1958 is shown in Table 2, About 74% of the corn packed in 1957 
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was graded "Fancy" and 26% "Choice" and "Standard". In 1958, close to 
70% was graded "Fancy" and the other grades combined made 30%. Also 
for 1957 and 1958 there were 107 thousand and 103 thousand cases of all 
grades which were packed as "corn on cob", 


TABLE 1. SWEET CORN USED FOR PROCESSING, THE ESTIMATED 
PRODUCTION OF SWEET CORN AND THE PERCENTAGE 


USED FOR PROCESSING, CANADA, 1949-1957 


Processed as 


Calendar Quantity Used Estimated a Per Cent 

Year for Processin Production of Production 

(thousand pounds) (Z) 
1949 291,646 326 4,02 8904 
1950 184,672 213 , 108 8667 
1951 0855152 209 ,307 88.7 
1952 232,97k 256,709 90.8 
ee, 172,754 193 ,894 89.1 
1954 203 ,066 211,608 96.0 
Ue, 243 ,3h4 252,820 96.3 
1956 189,807 216,422 87.7 
1957 279,618 307,201 91.0 
1958 Nede 311,962 - 


Sources: D.B.S., The Fruit and Vegetable Preparation Industry, Ottawa, 


Annual. Handbook of Agricultural Statistics, Part V, Ottawa, 
1940-1957, Ottawa, 1958. 


Supply and Disposition 


Table 3 shows the supply and disposition of canned sweet corn 
for Canada, over the decade 1949-58. Over the period under study the 
total production of canned sweet corn changed considerably from year to 
year. It was the highest in 1949 with 119,012 thousand pounds and the 
lowest in 1953 with 59,983 thousand pounds. For the decade as a whole, 
the average annual production was about 80,000 thousand pounds. The 
variations of the quantities produced are caused by the changes in the 
contracted acreage for sweet corn which in turn depends on the available 
stocks at the beginning of the season. More detailed presentation of 
that relationship is shown in Table 4. 


82479-2344 
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TABLE 2. THE GRADE OF SWEET CORN PACK, QUANTITY PACKED 


AS CREAM STYLE CORN AND QUANTITY PACKED AS 
WHOLE KERNEL CORN, CANADA, 1957 AND 1958 


Year Style of Pack Fancy Choice Standard Total 
(thousand cases) 

TOON. Cream Style Corn 1,608 816 * iope 25502 
Whole Kernel Corn Ein ( nea. n.a. TAREE 

Total 2,955 nea. ioe eons 

1958° Cream Style Corn 1,099 $83 56 2,038 
Whole Kernel Corn 1,295 112 - 1,407 

Total 239k 995 56 3 445 


Less than three packing plants reporting choice and standard. 


b A smallamount of standard is included with the quantity of choice 
grade packed. 


ec Preliminary 


Source: D.B.S. Pack of Processed Corn (Preliminary), Ottawa, Annual. 


From Table 3 it can be seen that during the first half of the 
decade the imports of canned corn were very low and that during the 
second half, they increased more than ten times and exceeded exports in 
the last five years in the relation of five-to-one. The record high im- 
ports in 1957 were necessitated by a poor crop in 1956 and below average 
stocks at the beginning of 1957. The extremely heavy exports in 1951 
were due to short supplies of canned corn in the United States during 
that year. 


Table 3 also shows that annual per capita consumption of canned 
corn remained fairly constant at about 5.0 pounds. The increase of 25,0 
% in apparent domestic disappearance that occurred over the decade was 
hence mainly due to population increase. 


The relationship between the stocks of canned corn, contracted 
acreage and the production of canned corn is shown in Table 4. From 
that presentation it is evident that available stocks affect significant 
ly the contracted acreage and consequently the pack of canned corn. 
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TABLE 4. INDEX NUMBERS OF STOCKS OF CANNED CORN, 
CONTRACTED ACREAGE AND PACK, CANADA, 1949-1958 


(1949 = 100) 
Stocks of 
Calendar Canned Corn Contracted Production of 
Year Jane 1 Acreage Canned Corn 
1949 100 100 100 
1950 2hh 48 2) 
Aly pak 232 76 58 
1952 inf ft 6h, 77 
12> 236 1,6 50 
1954 195 5k 55 
ODD 167 6h, 76 
195 208 59 De 
ab ef 159 68 81 
1958 2k 60 69 


Sources: Adapted from D.B.S. Stocks of Canned Fruit and Vegetables, 
Ottawa, Annual, Quarterly Bulletin of Agricultural Statistics, 
and Fruit and Vegetable PreparationsIndustry, Annual. 


Geographical Distribution of 
Sweet Corn Production 


Sweet corn for canning is grown in all the provinces of 
Canada. The largest acreage, however, is located in Ontario, followed 
by Quebec. Smaller acreages are grown in the Prairie Provinces and 
British Columbia. In particular the irrigated Lethbridge-Tabor=—Brooks 
area in Southern Alberta and the Lake of Winnipeg areas in Manitoba 
are steadily becoming more important in the production of sweet corn. 
Only a very small acreage is presently used for growing sweet corn for 
processing in the Maritime Provinces. 


Contracted acreages of sweet corn for canning represent about 
85% of the total planted area for sweet corn. The main contracted acre- 
ages are located in Western Ontario and the St. Lawrence River Lowlands 
in Quebec. The average contracted acreage for canning corn, over the 
period 1949-1958, for Ontario and Quebec was close to 82% of the Canada 
total. Total contracted acreage varied considerably over the 10-year 
period, ranging from a low of 29 thousand acres in 1953 to a high of 
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63 thousand acres in 1949. 


It is the usual practice for the processors and growers or 
their representatives to sign a contract for a specified acreage of 
sweet corn at a negotiated minimum price, in advance of the planting 
season. A major purpose of such contracts is to provide assurance of 
supply to the processors. In Ontario and British Columbia corn is pur- 
chased on the basis of a minimum price set by the provincial marketing 
boardse Im other provinces, the price is a matter of negotiation be- 
tween the processor and the growers. 


Seasonal Pattern of Price Variability 


There is very little seasonal variation in prices for canned 
corn at the farm, processing or retail levels. Farm prices are usually 
negotiated previous to the planting of the season's crop and remain the 
same throughout the season. Processor prices usually stay at much the 
same level over the year. The main reason for this is that the contract- 
ed acreage and the size of pack is related to the stocks on hand previous 
to the planting season, and to the increasing population. Retail prices, 
in general, remain at much the same level over the year. 


Estimating the Farm-Processor=Retail 
Price Spreads for Canned Corn, 
Canada, 1949-1958. 


The estimates of farm-processor=retail spreads on canned corn 
for the period of study are summarized in Table 5. The price spreads 
were calculated on the basis of one ton of sweet corn sold by the farmer 
for canning. 


The farm price increased from $24 a ton in 1949 to $26 a ton 
in 1952 and remained unchanged till 1957. The retail price has shown 
larger year-to-year variations than farm price but over the decade the 
increase was moderate. Also, annual farm-retail price spreads followed 
in general the year-to-year pattern of retail prices, ranging from a 
low of $87 per ton in 1954 to a high of $105 per ton in 1957. No up= 
ward or downward trend is discernible in the spread, however, 


The farmer's share of retail price ranged from a low of 18.04% 
in 1950 to a high of 23.0% in 1954. In 1957, however, the farmer's share 
was back at 19.8%, where it had been at the beginning of the period. 

Over the period as a whole the average farmer's share was 20.7%. The 
processor's share of the retail price ranged from a low of 47.9% in 1949 
to a high of 68.4% in 1951 and averaged 58.9% over the period as a whole. 
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Comparison with the United States 


Over the period under study the Canadian farmer's share on 
canned corn was between 2% and 9% higher than that in the United States. 
However, this comparison does not take into account difference in qual- 
ity, the size of containers, conversion factors and methods in calcul- 
ating farm and retail prices in both countries. 
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FRESH APPLES 


Price Spreads for Fresh Apples Grown and Sold 
in Canada, and the Main Marketing 


Influences Thereon. 


1. Characteristics of Fresh Apples Affectir 
Their Price and Cost of Marketing. 


Apples have certain physical characteristics which have a de- 
finite bearing upon their popularity and upon marketing costs and price 
spreads. The commercial fresh apple is variably small in size and light 
in weight, being typically two to three inches in diameter. Federal 
grading regulations for the interprovincial and export trade specify a 
minimum of 2¢ inches and require sizing. The weight typically is three 
to five ounces. 


The shape of the apple varies with the variety and, while 
being in general aesthetic, is not naturally built to conserve valuable 
space in marketing. The colour, which also varies with the variety, is 
important for eye-appeal. Canadians prefer a rosy apple. The Canada 
Extra Fancy grade of apple calls for 40% — 65% red, the Fancy grade for 
15% - 40% red, and the "C" grade for 15% red. 


The apple generally has a smooth skin with a natural waxy pro- 
tective film, but nevertheless, is easily punctured. The apple is shiny 
if polished, but this removes the protective wax. A good apple is sound 
and crisp of texture, but the firmness declines with advancing maturity, 
and the apple is easily bruised by hail or in handling. This is partly 
because the apple has a high water content (about 84%). Sugar in the 
apple will cause the punctured flesh to turn brown and attract flies. 

It may spoil from the inside out, due to air in the core. The apple 
must have its stem attached. The apple has an appetizing aroma which 
could easily become contaminated if not carefully packed or stored. 


The above characteristics require for the complete protection 
of apples in marketing a strong, firm, clean and smooth package, with 
apples inserted under gentle compression so that they will not roll about 
and bruise. The proper grading and packing of apples, therefore, is a 
time-consuming and costly process. 


The apple is sensitive to warm temperatures, but can be kept 
several months in cool, humid storage. Storage may be done by the far- 
mer, the distributor or the consumer, but usually it is done by a farmer 
or his co-operative. Apple storage incurs additional costs when it is 
regulated at about 23 CRs, or when it is sealed in controlled=atmosphere 
(CO). The apple is also subject to shrinkage over time due to dehydr- 
ation. 


There are many varieties of apples. The Canada Fruit and 
Vegetable Act and Regulations list 77, and 18 are mentioned in the 
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Department of Agriculture consumer brochures. At least a dozen variet-— 
ies of apples are produced in quantity in Canada. The varieties are not 
all easily distinguishable and are not well known by the majority of con- 
sumerse Grading regulations normally call for uniform variety, however, 
and this is both a protection to the consumer and an item of cost in 
marketing. 


The market value of apples can be impaired by natural damage 
in the orchard (e.g., hail, sunscald, skin puncture, limb rub, insect 
sting, scab, drought, windfall, etc.). The uniformity, soundness, clean- 
ness, etc., of fresh apples has been improved by pruning, thinning, 
fertilizing and spraying the trees, and by other cultural and marketing 
practices. At least some of these practices add to the cost of a pound 
of apples. Moreover, the quality of the crop may vary considerably from 
year to year depending upon weather conditions and the effectiveness of 
disease and insect control. This means that there are annual variations 
in the quantity of cull apples available for the manufacture of by- 
products. 


Although the apple has undergone no basic scientific changes 
recently, eye-appealing improvements have been made in colour and form- 
ation. Apple tree rootstocks have been developed that are winter-—hard- 
ier, and smaller and easier to pick (less labour-intensive). The two 
broad classes of apples are "dessert" and "cooking". The trend toward 
less home cooking has tended to reduce the volume of cooking varieties 
of apples. Although some varieties are equally good for eating raw and 
for cooking , McIntosh, the variety in largest production, is primarily 
a dessert apple. 


Methods of handling and terms of sale vary widely in eastern 
Canada. After harvesting, the fruit is stored loose in containers until 
graded and packed. The grading and storing may be done by individual 
growers or at warehouses which may be owned by shippers, growers, co-= 
operatives or other organizations. A grower may even sell the fruit on 
the trees and the buyer (usually a wholesaler) may arrange to have it 
harvested. Growers may sell individually to wholesalers, retailers or 
consumers but the vast majority deliver their apples to a shipper or 
organization for packing through whom sales are made. The grower may be 
paid the current price if he sells directly to an individual shipper but, 
if he is a member of a co-operative, he will share equally with other 
members on the season's return for the variety, grade and size of apples 
delivered. In such cases he is paid one or more advances during the 
season pending the final disposition and accounting. 


Terms of sale vary depending upon the nature of the transac- 
tion. To distant markets the terms are usually f.o.b., but variations 
may occur, €sege., a wholesaler might send his truck and pick up a load 
or a shipper might deliver to the buyer's premises. Depending upon the 
market outlook some dealers may purchase substantial quantities in the 
autum and store them themselves. In such instances purchases are usu- 
ally made direct from growers. If the crop is heavy and the outlook 
poor, dealers may purchase only in sufficient quantities to meet their 
immediate requirements. 
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In common with most other fresh fruits and vegetables the 
trend is toward consumer=size packages. The susceptibility of apples 
to bruising, however, has made the transparent plastic bags, commonly 
used for many other products, of doubtful value as a container. To en 
sure greater protection a more rigid type of container is desirable 
such as a small carton or the climax 6-quart basket which has been in 
use for many years. The cost factor no doubt favours the bag, but to 
ensure that the consumer receives fruit in good condition, extra care- 
ful handling is essential. 


The adoption of controlled-atmosphere storage in recent years 
has prolonged the storage life of the McIntosh variety to as much as 
three months. Ordinarily this variety is past its prime by the end of 
February, but in controlled-atmosphere storage it is possible to keep 
apples in good condition until the end of June. Exposure to room tem 
perature following this prolonged storage period, however, often results 
in a rapid breakdown and so movement must be expedited. There is also 
the question here of conflict with other varieties such as Newtown, 
Delicious, Spy and Winesap which are ordinarily marketed during the 
latter part of the season. 


2e General Disposition of the Crop 


Table 1 summarizes the trends in Canadian apple production, 
in fresh apple exports and imports, and in processing over the last 
two decades. The first important point is the stability in apple pro- 
duction over the longer run at a level of approximately 43 million 
bushels. This has been obscured generally by extreme year-to-year vari- 
ations, to be examined in a later section. 


The long-run trend in apple exports has been downward, however, 
both in absolute and relative terms. Over the recent five-year period 
1953-57, apple exports amounted to only 15.4% of the total crop, compar- 
ed with 22.6% over the period 1948-52 and 42.3% over the prewar period 
1935-39. Exports of apple products have also been declining. 


In the pre-World War II period we had a large preferential 
market for apples in the United Kingdom. World War II abruptly reduced 
this because of shortages and costs of shipping, etc. The United 
Kingdom market has not been regained fully since then because of chronic 
balance-of=payments difficulties in the United Kingdom and increased 
production there. For two years following the currency crisis of 1952, 
the United Kingdom imported no Canadian apples. 


The United States has become the major export market for 
Canadian apples. Over the period 1954-56, about 59% of our apple ex- 
ports went to the United States and about 34% to the United Kingdom, 
compared with about 48% to each over the period 1949-51. The British 
West Indies are another important market for our apple exports. British 
Columbia, Nova Scotia and Ontario are the main apple-exporting provinces. 
Most of our apple exports to the United States move by rail, but it is 
interesting to note that many truckloads of British Columbia apples also 
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move to Los Angeles The United States tariff on apples is it per 
pound (11.25¢ per bushel). 


Apple imports to Canada have been on an upward trend since 
1948, averaging 6.7% of Canadian production in the period 1953-57 com- 
pared with 1.8% in the period 1948-52 and 1.5% in the immediate pre- 
World War II years. Almost all of Canada's apple imports are from the 
United States and are conspicuous on our markets very early and late 
in the Canadian apple season. Canada's tariff on imported apples is 
3/8¢ per pound (16.8¢ per bushel) effective only for the August 1 to 
May 19 period of the year. 


The proportion of the Canadian apple crop that is processed 
has been increasing, as shown in Table 1, but not as rapidly as the 
decline in our net apple exports (i.e., exports minus imports). The 
difference is explained by the expanding consumption in Canada due to 
the expanding population. 


Over half of the apples for processing in Canada over the 
last decade have gone into apple juice and concentrate. The next most 
important uses of apples for processing were canned and dehydrated 
apple products, apple sauce and pie fill. Most of the apple processing 
is done in Nova Scotia, British Columbia and Ontario. 


TABLE 1. TRENDS IN CANADIAN APPLE PRODUCTION, EXPORTS, 
IMPORTS AND PROCESSING OVER THE LAST TWO DECADES 


Ave 1935-39 Ave 1948=52 Ave 1953-57 


Production (thousand bushels) 14,560 14,674 685 
Exports as % of production 4203 2260 15.4 
Imports as % of production 5 1.8 607 
Processed as % of production Weds 22.9 28.3 


Sources: D.B.S. Quarterly Bulletin of Agricultural Statistics. Canadian 


Department of Agriculture, Crop and Seasonal Price Summaries, 
Fresh Fruit and Vegetables, and The Current Review of 


Agricultural Conditions in Canada. 


1 U.S.D.A., Carlot Unloads of Certain Fruits and Vegetables in 100 U.S. 


and 5 Canadian Cities, also Truck Unloads in 39 U.S. Cities and 5 
Canadian Cities, calendar year 1957, Washington, April, 1958. 
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3. Geographical Influences on Marketing Costs 


The main physical requirements for apple growing are a temper- 
ate climate and rich, well-drained soil. Inadequate rainfall can be 
compensated by irrigation. The geographical distribution of apple pro- 
duction in Canada during the last decade is summarized by main produc- 
ing provinces in Table 2. 


TABLE 2. TRENDS IN RELATIVE IMPORTANCE OF MAIN APPLE 
PRODUCING PROVINCES OVER THE IAST TWO DECADES 


Av. 1935-39 Ave 1948-52 Ave 1953-57 
(000 bu.) (%) (000 bu.) (%) (000 bu.) (4) 


British Columbia 5,555 38.1 7,225 &h9e2 5,872 41.2 


Ontario 2,419 16.6 2,903 NS. Bi 3 $065 20,5 
Quebec 569 3.9 1,923 PS FIRE FS328 £99 
Nova Scotia 5 Olle @h0e3 R290" Blo sOm aay Ome tee 
New Brunswick 143 1.0 334 203 B22 2e3 
CANADA Li 560-41L0040 ¢- coll) Of LOO. O% Lieb), 10060 


Sources: D.B.eS. Quarterly Bulletin of Agricultural Statistics. 
Canadian Department of Agriculture, Crop and Seasonal Price 


Summaries and The Current Review of Agricultural Conditions in 
Canada. 


British Columbia is the largest producing province, with most 
of its apple orchards located in the Okanagan and Kootenay Valleyse 
British Columbia's proportion of the total apple crop has declined some 
what over the last decade, our period of study. Ontario is the next 
largest producer, with its apple production spread over southwestern 
Ontario, including the Georgian Bay area, and also along the St. Lawrence 
-- roughly from Kingston to Cornwall. Ontario's proportion of the total 
Canadian apple crop has increased only slightly. Quebec's production 
now exceeds Nova Scotia's, and is concentrated in several localities 
fairly close to Montreal. There is a smaller apple growing region near 
Quebec City. Quebec's proportion of the total crop increased from about 
13% over the 1948=52 period to about 20% over the 1953-57 period. Com- 
pared with the pre-World War II period, Quebec's apple production has 
increased dramatically while Nova Scotia's production has sharply de~ 
clined. Nova Scotia's apple industry was geared to the United Kingdom 
markete The loss of this market during and since World War II necessi- 
tated a drastic reduction and changeover in varieties grown with the 
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result that production has declined. In Quebec, on the other hand, 
non=bearing trees constitute about 25% of the tree population, and the 
potential for increased production within a few years is high. 


New Brunswick's production has increased since the 1935-39 
period. Nova Scotia's and New Brunswick's proportions of the total 
apple crop have remained steady over the last decade, however. Nova 
Scotia's apple industry is in the Annapolis Valley. New Brunswick's 
output is not large, and is located in the St. John River Valley. There 
is a very limited production of apples for local use in Prince Edward 
Island and the Prairie Provinces. 


The density of population is the major factor in the geographi- 
cal distribution of apple consumption. This means that the largest 
markets are in southern Ontario and Quebec, relatively close to the pro= 
ducing areas in those provinces, but a long and expensive haul from the 
British Columbia and Nova Scotia producers. The relative distances be- 
tween the apple—producing and consuming regions in Canada is quite sig- 
nificant for a study of price spreads. The effect on price may not be 
in simple proportion to the distance of the haul to market. The general 
explanation of this would be that there are certain overlapping market 
areas in which the different regional producers compete. 


There have been persistent differences among the four main 
producing provinces in average farm values of apples. Over the 1949-— 
57 period, Quebec, New Brunswick and Ontario had the highest farm values, 
averaging $1.39, $1.39 and $1.27 per bushel, respectively. Nova Scotia 
and British Columbia had the lowest farm values of apples, averaging 
$.80 and $.95 per bushel over the 1949-57 period. 


4e Year-to-Year Variations in Supply and Price 


Canada's sunny temperate climate is well suited to the pro- 
duction of quality apples, but the caprice of weather (particularly hard 
winter freezes and late spring frosts) causes prominent year-to-year 
variations in the size of crops. Sometimes the effects last for more 
than a year. 


These fluctuations in supply create many costly problems in 
the production and marketing of a perishable product like apples. They 
are probably the major factor in year-to-year changes in apple prices 
at all links in the marketing chain and hence in. price spreads. 


If the apple industry were to gear itself fully to marketing 
bumper crops, then there would normally be excess capacity, which is 
expensive to maintain. On the other hand, a marketing capacity adequate 
for only a small crop would frequently result in considerable waste. 
What results in practice, therefore, is a marketing capacity somewhere 
in between these two extremes, with the processing branch of the apple 
industry assigned the accommodating role of economic stabilizer. There 
is some indication of the processing branch of the industry assuming an 
increasingly important and independent role. 
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The impact of supply instability upon apple marketing can be 
jllustrated vividly by reference to the 1955/56 crop year. This was 
an extremely large crop, the second largest on record. It was the 
occasion of the sharpest distress to the apple industry during the per- 
iod under study. It will be shown in a later section of this report 
that in this year, the price spread reached a maximum, in both absolute 
and relative terms. The 1955 apple crop amounted to 19,142,000 bushels, 
an increase of 32% over the year before and 33% over the average pro- 
duction over the previous six years, 1949-54. The average farm value 
of the 1955 crop was 57¢ per bushel = a drop of 54% from the average 
value for the 1949-54 period. The size of the 1955 crop would have 
been enough to cause a sharp fall in price. Unfortunately, there was 
on hand at the beginning of the 1955/56 crop year an exceptionally 
large stock of processed apple products, which are to a limited extent 
substitutes for fresh apples and this must have aggravated the surplus 
supply situation. Although more apples were exported during the 1955/56 
crop year, and fewer apples were imported, these changes by no means 
compensated for the huge crop and the increased stock of processed 
apples. 


The 1955 apple crop in Quebec doubled over the previous year, 
but Nova Scotia and Ontario also made substantial contributions to the 
surplus supply. This raises the question as to what the chances are 
that a coincidence of exceptionally favourable growing conditions in 
three (or all) of the four major apple-producing provinces will recur, 
causing a sharp break in prices. In order to try to qualify the answer 
to this question, year=to-year changes in production for British 
Columbia, Ontario, Quebec and Nova Scotia were examined over the 31- 
year period 1926-57. 


In 23 out of the 31 years (i.e., 74%) apple production in 
three or all of the four major producing provinces changed (up or down) 
together. Quebec's and Nova Scotia's output is particularly variable, 
In 13 out of the 31 years (42%), three or all of the four major pro- 
ducing provinces increased their apple output together. This suggests 
that there is a fair chance of apple prices across Canada dropping 
sharply one year in every two or three. 


Other important factors affecting the year-to-year prices of 
apples are the level of demand and the supply of competing fruits. 


5. The Seasonal Pattern of Variability 


Within any year, there is a seasonal price pattern for apples 
caused by harvesting being concentrated in the late summer and early 
autumn, while consumption is spread out, rather unevenly, over about 
three-quarters of the year. Usually October is the month of highest 
marketings and June and July are the months of lowest marketings. Al-= 
though typically there is not an extended storage of apples on the farm, 
the growers participate in several instances in co-operative cold stor- 


1 See Ben H. Pubols "Factors Affecting Prices of Apples" in Agricultur- 
al Economics Research, published by U.S.D.A., Washington, July,1954. 
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age. Sometimes these co-operatives sell to wholesalers and sometimes 
they act as wholesalers themselves. Considerable storage also takes 
place in commercial warehouses and packing plants prior to wholesaling, 
There is a seasonal pattern in wholesale, as well as retail, prices. 


By preserving a perishable product, cold storage has increased 
the length of the apple-consuming season. Controlled-atmosphere stor- 
age is further extending the consuming season, with fair prospects of 
good quality domestic apples being available, for a price, the year 
around. This may reduce the extremes of the familiar seasonal price 
pattern, but the costliness of lengthy cold, and controlled-atmosphere 
storage would, to some extent, perpetuate a seasonal price cycle. 


The seasonal price pattern can be illustrated most clearly 
by reference to D.BeS. retail apple prices of volume sellers. This 
has been done in Table 3 by months on an average basis over the ten 
crop years 1949/50 to 1957/58. As might be expected, the lowest season— 
al apple prices at retail are in October and November and the highest 
are in July. Not many Canadian apples have been available for sale 
during the highest-price months, June to August, but this volume is in- 
creasing with the introduction of controlled=-atmosphere storage. 


The seasonal price pattern at wholesale for domestic apples 
has been limited to the period, September through May, as far as volume 
selling is concerned. According to price reporting by the Markets 
Information Branch of the Canada Department of Agriculture, the minimum 
wholesale price period varies by variety and market. For example, for 
Ontario Fancy McIntosh in Toronto the minimum month in recent years has 
been October, as one might expect, but for the British Columbia Fancy 
Delicious in Vancouver the minimum has sometimes been January or 
February and sometimes April. For Quebec Fancy McIntosh at Montreal 
the minimum wholesale price period is often in November, but it some- 
times occurs in other months such as January, February or even Aprile 
The late minima are difficult to explain in view of the extra storage 
costs that must have been incurred. 


6. Estimating the Farm-Retail Price Spread for Fresh Apples 


The Canada Department of Agriculture does not publish price 
spreads for fresh apples. There are certain serious gaps in data and 
elements of incomparability which enable only approximate estimates to 
be made here. 


Dominion Bureau of Statistics retail price data are for 33 
cities, and in the case of apples are reported monthly for "volume 
sellers" and not by variety. Monthly retail apple prices by major cit- 
ies are available only since July, 1952. Yearly city prices (calendar 
years) are simple averages of the 12 monthly figures and take no account 
of the pronounced unevenness seasonally in volume of apple sales. This 
is important when there is a seasonal variation in prices as great as 
has been shown to exist for apples. 


Farm prices for apples sold commercially are available monthly. 
These prices are for all grades combined. Retail and farm apple prices, 
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therefore, are not strictly comparable. 


Apple price data at wholesale are the most detailed available, 
being by province of origin, major city markets, leading varieties, 
months, and even type of container (box, crate or bushel). 


The first step made for the present estimates was to rearrange 
monthly retail prices from calendar years to crop years (iee., August 
to July) for the nine-year period 1949/50 to 1957/58. The next step was 
to take account of the seasonal pattern in volume of sales. This was 
done by months on a crop-year basis by weighting monthly retail and farm 
prices by monthly domestic apple unloads. Since truck unloads were not 
reported prior to 1955, total monthly rail and truck unloads over the 
three=year period 1955—57 were used as weights for crop years prior to 
1955/56. After that crop-year unloads for each year were used. An 
allowance of 10% was made for physical waste (spoilage, shrinkage, etc.) 
in marketing. This is necessarily a somewhat arbitrary allowance. The 
farm price was then subtracted from the equivalent retail value to get 
the farm-retail spread in dollars per farm bushel. The farm value was 
also computed as a per cent of the retail value. A summary of these 
calculations is presented in Table 4. 


According to the price spreads estimates of Table 3, the farm- 
retail spread on fresh apples reached a maximum in the crop year 1951/55. 
The absolute margin increased then from $2.38 per farm bushel in 1949/50 
until 1954/55 when it reached $4.21, after which it receded to $3.82 in 
1955/56 and then returned to $4.20 in 1957/58. Over the period as a 
whole, the farm-retail spread widened substantially. 


Farm price, expressed as a proportion of equivalent retail 
value, increased from 32.6% in 1949/50 to a maximum of 35.5% in 1952/53, 
and then declined to 20.1% in 1955/56 -- a year of extremely large pro= 
duction. The farm share increased to 25.4% of the retail price in 
1957/58. The average farm share over the period as a whole was about 


30008. 


The combined packer—transporter=broker-wholesaler share appears 
to have averaged about 33% , and the retailer's share, about 37%. System= 
atic data were not available for determining representative shares going 
separately to packers (shippers), transporters, brokers and wholesalers. 


Several influences were at work in widening the farm-retail 
spread -- longer and more expensive storage (both cold and controlled- 
atmosphere storage); higher packing-house costs due to increased wages 
and a multiplicity of containers, several of which are increasingly 
elaborate; increased freight rates; and more advertising and promotion. 
Wholesale and retail margins increased. 


1 Unload data drawn from Canada Department of Agriculture Annual Unload 
Reports, Fresh Fruits and Vegetables. 
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7. Comparisons with the United States 


For comparison, the farmer's shares for apples in Canada and 
the United States for the years 1949/50 to 1957/58 are shown in Table 5. 
The apple grower's relative share of the retail price in the United 
States over the whole period averaged about 43%, contrasted with the 
Canadian figure estimated at about 30%. In addition to being much low 
er, the Canadian farmer's share showed considerable variations over the 
period under study, ranging from a low of 20% to a high of 36%. The 
main reason for lower Canadian farmer's shares seems to have been much 
lower prices paid to apple growers in Canada than in the United States. 


TABLE 5. COMPARISON OF FARMER'S SHARE OF RETAIL PRICE 
FOR APPLES, CANADA AND THE UNITED STATES 


United States Ponsty 
Oe te Eee ar 
1949/50 hd, 33 
1950/51 41 31 
1951/52 41 31 
1952/53 AL 36 
1953/54 45 o> 
1954/55 15 29 
1955/56 42 20 
1956/57 42 31 
1957/58 4,3 25 


a July=-June. Source: U.S.D.A. Farm-Retail Spreads for Food Products, 
Misc. Publication 741, Washington, November, 
9ST Pe 123% 


b Auge-July. Source: This study, Table 4. 
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STRAWBERRIES 


l. Characteristics of Strawberries Affecting their Price 
and Cost of Marketing 


Strawberries have a short season, with harvesting concentra- 
ted in June and July. The size of a crop and length of a particular 
harvesting season vary a lot with the weather conditions, A short har- 
vesting season is not peculiar to strawberries; what makes it so impor- 
tant in this case is the high degree of perishability of the fruit and 
its vulnerability to weather conditions. The resulting effects upon 
the quantity and quality of the fruit can cause large year=toeyear va- 
riations in price. The market price is also highly variable from day 
to day in response to picking conditions. If bad weather prevents 
picking one day, then the next day a large supply of berries reaches 
the market and must be sold at whatever price they can fetch. 


Being an urgent and labour-intensive operation, strawberry 
harvesting requires a large supply of readily available labour, Child- 
ren are often employed. Payment is by the amount picked. 


Over-ripe berries are unattractive to the eye and fragile to 
the touch. They crush easily, are difficult to hull and clean, and 
they decay rapidly. Ripe strawberries must, therefore, be carefully 
handpicked, marketed in protective containers, and distributed rapid- 
ly to avoid costly deterioration. They keep best at temperatures of 
32°F, to 40°F, and a relative humidity of 85% to 90%. The mechanics 
of marketing fresh strawberries has not changed much during the last 
decade. Usually the fresh fruit is picked into the berry box, where 
it remains until reaching the consumer, The containers used for strawe 
berries are the quart or six-quart basket in eastern Canada, and the 
pint box (or hallock) in British Columbia. These boxes in turn are 
packed for shipment into crates of 12 to 32 quarts, or 12 to 36 pints. 
The six-quart basket is considered by the housewife to be an economical 
way of buying strawberries for home preserving. Refrigeration is re- 
quired for lengthy hauls. When sold fresh on a grade basis, interproe 
vincially or for export, the only grade is Canada Noe lel 


As far as the channels of marketing fresh strawberries are 
concerned, what has become increasingly conspicuous are the supermarket 
chains dealing directly with larger growers, 


The alternative to selling strawberries as fresh fruit is to 
preserve them by processing (freezing, canning or jams). Delivery to 
the processor is usually made directly by the grower, For processing, 
the temperature and humidity of the berries remain critical factors. 
Hulling of the berries may be done manually or mechanically. The 


1 See The Fruit, Vegetables and Honey Act and Regulations, Ottawa. 
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berries are sorted to eliminate green, soft or mush berries. Sizing 
then takes place according to eal The fruit is washed and packed 
into cans, or into cardboard containers for freezing. The cans then 
travel along a belt through water at 180°F,. for five minutes, This is 
to exhaust the air so that a vacuum is created when capped, which helps 
to retain the colour and flavour of the fruit. Hot syrup is added, and 
the can is sealed. It is then heated for 10 to 12 minutes at 212°F, 
(for a 20-ounce can). For freezing, on the other hand, a sugar syrup 
or dry sugar is added to the berries in their cardboard container, 
They are then frozen at once. In recent years, considerable improve-~ 
ments have been made in mechanical equipment for handling strawberries 
for freezinge 


Strawberries for processing, which are too soft for canning 
or freezing, are usually made into jam, but for interim storage they 
may be frozen in pails or barrels or barrelled in a solution of sulphur 
dioxide. Strawberry jam, therefore, can normally be regarded as a by= 
product of the processing industry. Some housewives, however, still 
buy fresh strawberries for making homemade preserves and jams. 


The interprovincial and export specifications for containers 
of fresh strawberries are set by The Fruit, Vegetables and Honey Act 
and Regulations, and administered by the Fruit and Vegetable Division 
of the Canada Department of Agriculture. Strawberry processing comes 
under The Meat and Canned Foods Act and Processed Fruit and Vegetable 
Regulations. 


Enough has been said about the physical hazards and handling 
of strawberries to show that, whether sold fresh or in processed form, 
they typically incur substantial costs in production and marketing. 
This has a direct bearing on prices and the price spread. 


2. General Disposition of the Supply 


Trends in strawberry production, processing, imports and exe 
ports in Canada over the last two decades are summarized in Table l. 
In recent years, the production of strawberries in Canada has fallen 
substantially compared with the beginning years of our 1949-58 period, 
and to a lesser extent compared with the prewar years 1935839. The 
peak production year was 1952. 


There are about 80 plants processing strawberries in Canada, 
Over the last decade about 17.6% of the strawberries used in processing, 
freezing and canning were imported. On the other hand, a little less 
than half of the strawberries grown in Canada over the decade as a 
whole were processed. Data are not available on what proportions of 
the processed Canadian strawberries were canned and frozen. 


I "Fancy" grade requires a minimum diameter of 5/8 inch. See The Meat 


and Canned Foods Act and Processed Fruit and Vegetable Regulations, 
Ottawa. 
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TABLE 1. TRENDS IN STRAWBERRY PRODUCTION, SALES TO PROCESSORS, 
EXPORTS AND IMPORTS, IN CANADA OVER THE LAST TWO DECADES 


Average Average Average 
1935=39 1949253 1954-58 
Production, thousand quarts 245493 28,119 21,827 
Domestic Sales to Processors, 
Per Cent of Production 20.9 46.0 496 
Fresh Exports, 
Per Cent of Production 1205 14.7 14 
Fresh Imports, 
Per Cent of Production 1245 13.6 5340 


Source: Canada Department of Agriculture, The Current Review of Agri- 
cultural Conditions in Canada, annual Situation issues, and 
D.B.S., Trade of Canada. 


Compared with the years immediately prior to World War II 
there has been an increase in the amount of strawberries processed, 
both in absolute terms and relative to domestic strawberry production. 
Comparing the years 1954-58 with the 1949-53 period, there has also 
been an increase in the total amount of strawberries processed. During 
the decade, however, there was a decline in the amount of Canadian 
strawberries processed, but this was more than offset by an increase in 
imports for processing. Since domestic sales to processors did not de-~ 
cline as fast as production, they represented an increase of from 46.0% 
to 49.6% in the proportion of strawberries produced. 


Almost all of our strawberry exports go to the United States. 
In recent years, exports of strawberries have fallen off markedly, from 
14.7% of the strawberries produced in the 1949-53 period to 1.4% in the 
19 5h- 58 period ° 


Concurrently, there was over the 1949=58 period, a prominent 
increase in the amount of fresh strawberries imported into Canada, from 
an equivalent of about 15% of domestic production in 1949-53, to about 
54% in 1954-58. The proportion of strawberries for processing that has 
been imported has increased rapidly in recent years. All of our im-=- 
ports of fresh strawberries come from the United States, During our 
period, the tariff on these imports has generally stood at 1=3/5¢ per 
pound (i.e., 2¢ per quart) during our six-week harvest season, and at 
10% ad valorem for the rest of the year./ In June, 1957, however, re=- 
gulations providing for a minimum fair market value of 133¢ per pound 
(iseoy 16.9¢ per quart) on fresh imports were introduced under the 
Customs Tariff Act. This set a minimum cost to the importer of 19¢ per 
quart at the border. This regulation was cancelled in December, 1957. 


1 The United States duty on fresh strawberries is s¢ per lb., June 15 
to Sept. 15, and 2¢ per 1lb., Sept. 16 to June 14. Canada Department 
of Agriculture, Canada and the United States Tariffs on Selected 


Agricultural Products, Ottawa, Dec. 1957, p. 12. 
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In addition to the increase in fresh imports, there has been 
a rapid expansion in recent years in the importation of frozen straw- 
berries. Over the three years 1955=57 the fresh equivalent of the im- 
ported frozen strawberries amounted to about 19% of the domestic pro- 
duction of fresh strawberries in those three years. About two-thirds 
of all frozen strawberries for processing in recent years were imported, 
Approximately three-quarters of our imports of frozen strawberries came 
from the United States. 


In summary, total Canadian production of strawberries declin- 
ed over the decade of study, but this has been more than offset by dee 
creased exports and increased imports. Frozen strawberry sales have 
increased conspicuously over the decade. 


3. Geographical Pattern of Strawberry Production 


Strawberry acreage figures by provinces are available only 
for census years. In 1956 the biggest acreages in strawberries were in 
Ontario, Quebec, and British Columbia, although there also were small 
acreages in strawberries in all of the other provinces. Norfolk County 
in Ontario and the lower Fraser Valley in British Columbia are import- 
ant strawberry-growing regions. In 1956 the total Canadian acreage in 
strawberries was 15,690, of which Ontario accounted for 38.3%, Quebec 
32.4%, and British Columbia 14.5%. Together these three provinces ace 
counted for 85.2% of the total acreage in strawberries in 1956. Com- 
paring these figures with 1951 reveals a decline in the total acreage, 
Although the Ontario and Quebec acreages increased between 1951 and 
1956, both in absolute and relative terms, the British Columbia acreage 
dropped from 4,001 to 2,266, isee, by about 43%, This was mainly due 
to the severe frost in British Columbia in 1956. 


Area is not as significant a variable in the case of straw- 
berries as the volume of output, however. There is also the danger 
that the census years may have been unusual. Table 2 summarizes the 
geographic pattern of trends in strawberry production by provinces over 
the last two decades. Being averages, these data do not disclose con- 
siderable year-toeyear variations in production caused mainly by weathe 
er. Perhaps the most prominent example of this during the decade was 
the drastic drop in British Columbia production in 1956. The effects 
of the severe frost in 1956 were carried forward into the following 
seasons 


The economic importance of strawberries to the farmers of 
the various provinces can be gauged by comparing cash income from 
strawberries with total cash farm income, From this point of view, 
strawberries are more important to British Columbia agriculture than in 
any other province. Strawberries are the main fruit crop in Prince 
Edward Island, and are also important to agriculture in Nova Scotia and 
New Brunswick. 


Among provinces, British Columbia, Ontario and Quebec usually 
process the largest quantities of strawberries. The amounts processed 
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TABLE 2. TRENDS IN STRAWBERRY PRODUCTION, BY PROVINCES 
OVER THE LAST TWO DECADES 


Province Average 1935-39 Average 1949=53 Average 1954-58 
thousand thousand thousand 


qts. ) qts.) qts.) 

Ontario S529, eeD 8,578 30.5 peel les 
British Columbia 7,766 30.5 LL277e) 4052 Gj022- 2726 
Quebec 7 O12 2705 6,000 21.3 5,830 26.7 
Prince Edward - - 275 1.0 1,087 520 

Island 
New Brunswick jee ety) bye: 77,032 367 905 hel 
Nova Scotia 1,088 4e3 SPM 304 761 Bad 

Canada 25,493 100.0 28,119 100.0 21,827 100.0 


Source: Canada Department of Agriculture, Current Review of Agricul- 
tural Conditions in Canada. 


by the provinces vary a lot from year to year, but over the last decade 
British Columbia processed slightly over half of the total for Canada, 
Ontario about 30% and Quebec about 17%. 


Normal processing dates are as follows: British Columbia, 
June 5 to July 15; Ontario, June 10 to July 15; Maritimes and Quebec, 
July 10 to July 31. There are distinct differences among the provinces 
in the proportions of their crops normally processed, Over the last 
decade British Columbia processed about 63% of its production, Ontario 
about 42%, and Prince Edward Island about 41%, and Quebec about 31%. 


he Yeareto-year Variations in Supply and Price 


It has been stated that the declining Canadian production of 
strawberries in recent years has been more than offset by decreased 
exports and increased imports. Mention also was made of year-to-year 
variations in production due mainly to weather. It might be expected 
that year-toeyear variations in supply (production plus net imports) 
would be reflected in year-toeyear changes in the farm price. An ate 
tempt was made, therefore, to compare changes in supply and price by 
constructing for the 1949-58 period annual indexes of the supply of 
fresh strawberries, and of the average farm price. These are shown in 
Table 3. (Since data on imports of frozen strawberries are not avail- 
able ia to 1955, it was not possible to include their fresh equiva~ 
lent. 


Both indexes exhibit considerable variations from year to 
year. Although there seems to be a tendency for supply and price to 
move in opposite directions, as would be expected, this inverse rela- 
tionship is not invariable, nor is it close. 
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TABLE 3. INDEXES OF SUPPLY AND FARM PRICE OF FRESH 
STRAWBERRIES, CANADA, 1949 TO 1958 


(1949 = 100) 
Year Supply Index Price Index 
1949 100 100 
1950 101 119 
1951 116 105 
952 LISS: 90 
£953 126 110 
1954 141 119 
E957 ; 23 124 
1956 130 105 
1957 136 105 


1958 


Source: Adapted from Canada Department of Agriculture, Current Review 
of Agricultural Conditions in Canada, and Crop and Seasonal 
Price Summaries, Fresh Fruit and Vegetables, Part I. 


The Dominion Bureau of Statistics has published retail prices 
for frozen strawberries in recent years. Over the last seven years a 
definite downward drift in this price is discernible, from about 50.1¢ 
per 15-ounce package in 1952, to about 42.6¢ in 1958. Retail prices 
are also available for canned "Choice" strawberries for the last 10 
years. These prices fluctuated a little from year to year, but with an 
upward drift apparent, from about 27.8¢ per l58ounce can in 1949, to 
about 32.3¢ in 1958. One can speculate as to the probable reasons for 
the falling trend in frozen strawberry prices and the rising trend in 
canned strawberry prices. The volume of frozen strawberries has in- 
creased rapidly in recent years. Also, increased freezer spafe in re~ 
tail outlets and keen competition have exerted a downward pressure on 
the price of frozen strawberries. In addition, handling and freezing 
operations have become more mechanized, thereby lowering per unit pro= 
duction costs. In contrast with the expanding supply of frozen straw- 
berries, the pack of canned strawberries is small and stable from year 
to year. 


5 The Seasonal Pattern of Price Variability 


Unfortunately, systematic monthly data are not available on 
the retail prices of fresh strawberries for our 10-year period of study. 
It is known, however, that the fresh strawberry market in Canada is 
concentrated in a two-month interval beginning early in June. In the 
first week or two of this interval, the fresh strawberries are likely 
to be imports from the United States. It is customary for the retail 
price to begin from a peak at the beginning of the marketing season and 
then fall within three weeks to a plateau from which it rises again to» 
wards the end of July. This is a customary pattern from which, of 
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course, there are many deviations. 


When D.B.S. retail prices of frozen strawberries were averag- 
ed by months over the last seven years, remarkably little seasonal va- 
riation was found. The maximum average price of 47.7¢ was for September, 
and the minimum average price of 46.3¢ was for June. When retail prices 
of canned strawberries were similarly treated, even less seasonal varia- 
bility was found. An explanation for the price stability of canned and 
frozen strawberries lies in the normal pattern of seasonal variation in 
inventories. These inventories are progressively decreased during the 
autumn, winter_and spring, and are then rebuilt by the new pack during 
June and July.t 


6. Estimating the Farm-Retail Spread for Canned Strawberries 


Retail prices were available for canned strawberries for the 
years 1949-57 (basis l5-ounce tin of "Choice" grade). For farmeretail 
comparability, these retail prices were adjusted to give the retail 
value equivalent of the canned strawberries derived from one quart of 
fresh strawberries.< By similar treatment, it was possible to derive a 
comparable processor's selling value. (The strawberry content of the 
canned strawberries is not, of course, the only cost component in the 
processor's and retailer's selling prices.) The cost per quart of fresh 
Canadian strawberries to the processing plants was taken as the basic 
farm value, but the preceding and current crop prices were weighted to 
derive calendar-year prices comparable to the retail prices. From these 
three series estimates could be derived of the farm-retail spread, the 
processor's spread, the wholesaler-retailer spread, and their shares of 
the retail value. These calculations are summarized in Table 4. The 
farmeretail spread on canned strawberries widened moderately over the 
period as a whole, The farm price rose 3.2¢ per quart over the period. 
The retail price in the same period rose by 4.4¢ per l5-ounce tin. The 
widening in the farm-retail spread took place almost entirely in the 
combined wholesaler-retailer spread (or broker=wholesaler-retailer 
spread). Sufficient data were not available to enable us to separate 
the wholesale and retail spreads, 


The farmer's share declined slightly and the processor's share 
increased slightly over the period. The combined wholesaler-retailer 
share also increased a little. The farmer's share over the period as a 
whole amounted to about 33.1%; the processor's share amounted to about 
43.7%; and the combined wholesaler-retailer share amounted to about 
232%. When the processor sells through a broker, the brokerage fee 
amounts to 23% to 3% of the f.o.b. factory price. 


1 D.B.S., The Fruit and Vegetable Preparations Industry, Annual, and 


Stocks of Food Commodities in Cold Storage and Other Warehouses, 
Annual. ; 


2 Using Canada Department of Agriculture conversions of 1 lb. canned = 
063 lb. fresh, and 1 qt. fresh = 20 oz, 
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7. Estimating the Farm-Retail Spread for Frozen Strawberries 


Annual retail prices of frozen strawberries for the 15-ounce 
package are available from mid-1952 on. Im order to estimate the farm- 
retail spread on frozen strawberries for this period, it was necessary 
to assume that the farm price of strawberries for freezing was the same 
as for canning, The results of these calculations are shown in Table 5. 
In marked contrast with canned strawberries the farm-retail spread on 
frozen strawberries narrowed substantially over the period, Retail pri- 
ces declined, while farm prices rose. The farmer's share increased from 
22.9% in 1952, to 32.2 in 1957. 


The downward drift in the price of frozen strawberries, in 
contrast with the rising retail price for canned strawberries, requires 
some explanation. The volume of frozen strawberries has been increasing 
rapidly. Also, increased freezer space in retail outlets and keen com» 
petition have exerted downward pressure on the price of frozen straw- 
berries. In addition, handling and freezing operations have become more 
mechanized, thereby lowering per unit preduction costs, In contrast 
with the expanding supply of frozen strawberries, the pack of canned 
strawberries is small and stable from year to year. 


TABLE 5. SUMMARY OF FARM-RETAIL SPREAD ON FROZEN 
STRAWBERRIES, CANADA, 1952 TO 1957a 


Retail Farm Farmer's 

Equivalent Value Farm= Share of 
Calendar Retail Value of Calendar Retail Retail 
Year Price 1 qt. Fresh® Year Basis Spread Value 

(¢/15-026 C¢) (¢/at.) ¢) (8) 
pkge) 

1952 50.1 7807 18.0 60.7 2209 
1953 L907 78.0 18.6 59k 23.8 
1954 48.5 fhoral 20.5 5546 26.9 
1955 473 The3 23.0 51.3 31.0 
1956 46.8 7305 230 49.8 3202 
1957, Ahed5 69.9 2225 Toh 3262 


a lib. frozen = .85 lb. fresh with stems, and 1 qt. fresh = 20 oz. 


Source: Adapted from D.B.S., The Fruit and Vegetable Preparations In- 
dustry, Annual, and Prices and Price Indexes. 
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PEACHES 


1. Characteristics of Peaches Affecting 
their Price and Cost of Marketing 


Peaches are among the most perishable of the fruits in Canada 
and are available for fresh consumption only about two to three months 
of the year. The bulk, however, of Canadian peaches is harvested in a 
period of about six weeks. Because of high perishability, peaches must 
be moved to the market promptly. Also, careful handling and packaging 
are essential to avoid bruising. There are many varieties of peaches 
and these are usually grouped into two general classes "clingstone" 
and "freestone", with the latter predominating. The marketing of fresh 
peaches includes three major functions - packing, transporting and 
selling. Packing peaches is a costly process in which materials account 
for over one-half of the cost, labour over one-fourth, and overhead 
(which includes depreciation on buildings and equipment, taxes, power, 
repairs and miscellaneous) for the rest. 


When fresh peaches are sold directly out of the orchard to the 
consumer, then there are no custom packing or transportation costs and 
the wasteis at its minimum. When, however, selling is done through 
commercial channels, the packers, wholesalers and retailers apply their 
markups which include an allowance for the risk of spoilage. 


Peaches are used in fresh, canned, dried and frozen forms. Of 
the total peach production, about half is being marketed as fresh peaches 
and almost half is used for processing and sold as canned peaches. Dried 
and frozen peaches made their debut in the past few years, but the quan- 
tities produced are small. 


2. Grading Standards and Inspection 


According to government regulationss— fresh peaches are graded 
as Canada Select, Canada No. 1 and Canada No. 2. They have to be of 
one variety, well formed, uniformly mature and sound, for all grades, 
In size, the government regulations state, Canada Select must he a 
minimum of 2-3/8 inches in diameter or a box count of 60, Canada No. 1 
must have a 2-inch minimum or a box count of 90, and Canada No. 2 also 
a box count of 90, 


1 Canada Department of Agriculture, The Fruit, Vegetables and Honey 
Act_and Regulations, Ottawa, 1957. 
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3. Supply and Disposition 


Trends in fresh peach production and the disposition of the 
total supply over the decade 1949-58 are summarized in Table l. 
Although there have been considerable changes in the production of 
peaches from year to year, the trend in peach production has been up- 
wards for several decades and this can be seen in comparing the follow- 
ing periods: 1935-39 - 1,023,000 bushels; 1945-49 - 1,833,000 bushels; 
1950-54 - 2,250,000 bushels and 1955-58 - 2,618,000 bushels. 


Also, per capita consumption of fresh peaches has shown a 
significant increase over the past decade, 1949-58. The imports which 
by far outweigh the exports, depend greatly on the domestic crop. Over 
the last decade, the quantities imported have varied greatly from year 
to year. 


Table 2 summarizes the production, disposition and consumption 
of canned peaches over the decade 1949-58. The commercial production 
of canned peaches shows a pattern similar to that for total production 
of peaches. It will be of interest to note that the imports of canned 
peaches show a considerable increase in the past few years despite the 
increased domestic production and the larger stocks of canned peaches, 


4. Geographical Pattern of Production and 
Marketing 


The production of peaches in Canada is confined practically 
to two provinces only and more specifically to two small parts of 
Ontario and British Columbia. In Ontario, The Niagara Peninsula and 
Essex-Kent counties are the main peach producing districts and, in 
British Columbia, the Southern Okanagan Valley, which accounts for 
close to 100% of the production of peaches in that province. Besides 
these two principal areas which are entirely suitable for the production 
of peach crops, there is a small area of production in the Annapolis 
Valley, Nova Scotia, but its production is negligible in comparison with 
Ontario and British Columbia. 


The number of peach trees in Ontario has declined over the 
years since 1921 and in British Columbia there has been a steady increa- 
se. The importance of British Columbia in terms of peach trees increa- 
sed from 5.7% in 1921 to 16.2% in 1956. In terms of production, British 
Columbia accounted for 20% of the Canadian total and Ontario 80% during 
the decade 1949 to 1958. 


The canning of peaches is carried on in both Ontario and 
British Columbia. The main varieties are Jubilee, Elberta, and the V- 
types. These are all freestone peaches. In the years 1949-53 there 
were considerable changes in proportion of peaches used for processing, 
but since 1954 there has been evident stabilization in the trend of 
processing. On the whole, over 50% of Ontario peaches and about 35% of 
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TABLE 1. FRESH PEACHES, TOTAL SUPPLY AND 
DISPOSITION, CANADA, 1949 To 1958 


Available 
Total for Per Capita 
Produc- Total Proces- Domestic Consumption 
Year i ts _ Supply Exports a 
(thousand bushels) (pounds ) 
iy etene, OL. af 25012 s NU bests: 856 2.5 
1750s ees 3h9 G5 7L iL 861 709 2.0 
gL LS 192 3h49 2,141 53 1,095 999 Bee 
1952 2,917 338 3,255 ih 909 2,335 6.5 
£95302 5893 o7E 3,264 30 One O63 6.3 
el yon ay 25 498 25923 16 UALS R693 4.9 
1955). 525883 256 3,139 63 1 SLIee ok, 595 4.5 
1956 1,667 799 2,466 9 829 1,628 Bat 
LISI 260k 42h 3.225 B5 DHQ6r wid, 76k 4e7 
295893043 539 3576 16 ge 350602 325 55 


a Waste not deducted. 
Source: Department of Agriculture, Seasonal Price Summaries, annual. 


TABLE 2. CANNED PEACHES, SUMMARY OF SUPPLY, 
DISPOSITION AND CONSUMPTION, 


CANADA, 1949 TO 1958 


Per Capita 

Avail- Consump= 
Commercial Stocks able tion 

Year Production Jan. 1 Dec. 31 Exports Imports Supplies Canned 

thousand pounds (pounds ) 
1949 46,875 26,213 35,194 hi? 5,047 42,894 g52 
1950 39,143 35,194 30,579 34 7,801 51,525 3.7 
ODL abl 253 SOS 79 Lhe see 34 14,173 48,'700 35 
ie Usher ie 8 Kys27.. 455650 67 7,844 48,891 3.4 
ID Se 35 LOD. 57050 955 237 Al Ox206> -58;°777 4.0 
Lg 525340 OD, core Figo 817 10,197) 69,245 329 
1955: 66,455 Bi Luedeib2, 089. 2,45k 9 Alar 5S5795 3.8 
1956108 395133 5P5089: 2314 516 882 12,286 68,110 heal E 
TS Om gL. SOL Orme hbig 960 rap 95057 33565953 34 
1958 56,036 54,960 54,181 28h, 165356 725367 les2 


source: D.B.5. 


82479—25 
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of British Columbia peaches have been commercially processed. For 
Canada as a whole the 1949-58 average is 50%. 


Marketing and Prices 


In British Columbia marketing of all fresh peaches is done 
through B.C. Tree Fruits Ltd. which acts as the central sales agency 
for the whole regulated area. It sells one part of the crop to canners 
and processors and the remainder to wholesalers and chain stores for the 
fresh fruit market. B.C. Tree Fruits sets a price for peaches going 
for processing and the same price is charged to each canner. The 
British Columbia growers get an average price for each grade and variety 
of peaches, irrespective of where these were used, for fresh fruit 
market or the cannery market. 


In Ontario, however, there are two marketing boards, one for 
peaches that go for processing and the other for peaches sold to the 
fresh market. The growers selling peaches to these two different mar- 
kets gets different prices. The minimum price of peaches for proces- 
sing is negotiated each season under the Ontario Peach Growers! Market- 
ing Board between the representatives of growers and processors. The 
established minimum price is announced by the Board and usually main- 
tained during the whole season. Since 1954 fresh peaches have been 
marketed under the Fresh Peach Growers! Marketing Board and through its 
selling agency, the Ontario Fresh Peach Growers! Co-operative. Prior 
to 1954, there was no overall marketing organization. The prices for 
fresh peaches change during the season, depending upon market conditions. 


Sales of canned peaches in Canada are made directly by the 
canners to wholesalers, brokers and chain stores. The price of canned 
peaches is not regulated. 


The most important market for the Niagara Peninsula fresh 
peaches is Ontario which takes approximately 60% of the whole crop. 
Next in importance is Quebec and then follow the Maritimes, Manitoba 
and Saskatchewan. In Ontario itself, Metropolitan Toronto takes over 
50% of the total. 


Okanagan Valley fresh peaches find their most important mark- 
ets in British Columbia and Alberta. Saskatchewan purchases about 70% 
of British Columbia peaches and 30% of Ontario peaches. Usually Manito- 
ba gets the bulk of peach shipments from British Columbia, but in some 
years it takes up to 50% from Ontario. 


Methods of Transporting Fresh Peaches 


The available figures for Canada for the years 1955-57 show 
that up to 60% of fresh peaches were transported by rail and about 40% 


1 Canada Department of Agriculture, Annual Unload Report, Fresh Fruit 
and Vegetables on 12 Canadian Markets. 
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by truck. Practically all peaches are shipped to Metropolitan Toronto 
by truck. Vancouver gets up to 85% of shipments by truck and all other 
cities get the bulk of shipments by rail. Generally the distance to 
market is one of the main factors determining the means used to haul 
peaches to their destinations. 


5. Year-to-Year Variations in Supply and Prices 


Farm and retail prices of peaches are closely connected with 
the quantities produced. With a large crop the farm prices drop imme- 
diately and with a poor crop farm prices go up. The retail prices for 
canned peaches do follow a similar trend but with a time lag. For 
example, because of a poor crop in 1956 farm prices reacted immediately 
upwards but the retail prices increased noticeably only at the begin- 
ning of 1957. Over the decade 1949-58 farm prices showed considerable 
fluctuations, whereas retail prices for canned peaches maintained much 
greater stability. These changes in prices and production are shown in 
Table 3. 


Because the peach producing regions are located in two widely 
separated provinces, they are not always affected by the same adverse 
weather conditions and in view of that, the farm prices will sometimes 
show different fluctuations in each province. On the whole, Ontario 
farm prices were higher than British Columbia (except for 1950, 1951 
and 1958) and showed greater stability over the period under study. 
Table 4 shows farm prices for peaches in Ontario and British Columbia. 


6. Seasonal Pattern of Price Variation 


In analyzing the seasonal pattern of price variation of 
peaches one has to take them into two separate groups: canned peaches 
and fresh peaches. 


Canned Peaches 


There are practically no seasonal variations in price for 
canned peaches at either farm, wholesale or retail levels. Farm prices 
for peaches going into processing are negotiated and announced at the 
beginning of the crop and they usually stay, unchanged for the whole 
season. Also, the retail and wholesale prices usually stay at the same 
level for most part of the year. The major changes occur after the 
arrival of a new stock. If the crop is poor, the prices will rise and 
stay at approximately the same level till the next crop; if the crop 
is large they will drop. 
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TABLE 3, INDEXES OF PEACH PRODUCTION, AVERAGE FARM 
AND RETAIL PRICES, CANADA, 1949 TO 1958 


(1949 = 100) 

Year Production Farm Price Retail Price Processor Price 
1949 100.0 100.0 100.0 100,0 
1950 60.5 103.4 9739 107.5 
1951 89.5 10233 1O5.05 LASS 
1952 145.6 80.7 104.3 100.0 
1953 143.9 87.5 96.8 100.0 
1954 121 98.9 98.9 114.0 
1955 143.9 96.6 10253: LO7e5 
1956 6353 12035 LO3%2 135.5 
LOST 13955 10253 114.9 21S 
1958 Lue 81.8 10835 Nea. 


Source: Adapted from Crop and Seasonal Price Summaries, Canada Depart- 
ment of Agriculture, and D.B.S. sources. 


TABLE 4. AVERAGE FARM PRICES FOR PEACHES, ONTARIO 
AND BRITISH COLUMBIA, 1949 TO 1958 


TOHS) ARO) SS eye AS) 19 19 1956 1 1958 
(dollars per bushel) 


Ontarior 2s1Ger 20h8e 2c 32.65) m1 Ok Ae Lbs 21 tee 72 aes Soe 


British 
Columbia: 2.15° 3.13: 2.56 1.41. 1.80 2.04 1.73 2519 Beveaeie 


Source: Canada Department of Agriculture, Crop and Seasonal Price 
Summaries, annual. 
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Fresh Peaches 


The prices for peaches going to fresh market do show well 
pronounced seasonal variations at all three levels, farm, wholesale 
and retail. They are highest at the beginning and end of the season, 
July and October, and are lowest at the end of August and the begin- 
ning of September. However, the growers in British Columbia do not feel 
immediately the changes in prices during the season because they sell 
their crop through the B.C. Tree Fruits and are paid an average price 
for the whole crop. 


7. Estimating the Price Spreads for Canned_and Fresh Peaches 


Farm—Pro cessor—Retail Spreads on Canned Peaches, Canada, 1949 to 19 


These estimates are based on national averages and are subject 
to variation when applied to specific place, time, quality or size of 
container. The farm and processor prices used are average prices for 
all grades, varieties and sizes of containers, while the retail prices 
are for the choice 15-ounce can. In view of this, the farmer's share 
as shown in these estimates is slightly on the low side. 


Although there have been year-to-year changes in prices, the 
overall relationship between the farm, processor and retail prices did 
not change much over the decade as a whole. The farmer's share showed 
only a slight upward trend and the difference between the highest and 
the lowest share was less than 2% over the whole period. The farm- 
retail spread, which up to 1956 was increasing very slowly, in 1957 
showed a considerable increase. On the average the farmer's share of 
the retail value was about 21%, the processor's share about 48% and the 
wholesale—retail share combined about 31%. The estimates of farm- 
processor-retail spreads on canned peaches are whown in Table 5. 


Farm-Wholesale-Retail Spreads on Fresh Peaches, Toronto, 1957 


National estimates of the farm-retail spread on fresh peaches 
could not be made for lack of a continuous series of retail prices. The 
figures presented in Table 6 were adapted from the brief submitted by 
the Government of Ontario. As the data presented cover the Toronto area 
only during the 1957 season, the conclusions drawn would not necessarily 
be true for the whole decade and for the entire country. The present 
study includes adjustments for waste which were not mentioned in the 
brief; therefore, the farmer's share and the price spread as shown in 
this study differ from those presented in the brief. Table 6 shows that 
the farm, wholesale and retail prices change in the same direction but 
not in the same proportion. Of the three sets of prices, wholesale pri- 
ces show the smallest and farm prices the largest seasonal variations. 
Although the farm-retail spread is larger when marketings are light and 
smaller when marketings are heavy, the wholesaler's margins do not move 
in the same direction. The wholesaler's markups are the highest during 
the heaviest marketings and the smallest at the beginning and the end 
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of the season, The retailer's markups and the farmer's share are high- 
est at the beginning and lowest in the middle of the season. The estima- 
tes for 1957 show that on the average the farmer's share was LL, the 
wholesaler's and the retailer's shares 41% and 15% respectively. 


8. Comparisons with the United States 


The United States Department of Agriculture publishes the 
price spreads for canned peaches only and in view of that comparisons 
can only be made with that kind of Canadian peaches. However, there is 
a difference in the types of canned peaches between Canada and the United 
States. American processed peaches are both "clingstone" and "freestone" 
with the former predominating, while Canadian are "freestone". These 
types give different yields in processing, which in turn brings a dif- 
ferent farmer's share. Taking into account all differences in the types 
of peaches, conversion rates, size of the production and marketing, we 
will find, however, that the farmer's share of the retail equivalent 
value in both countries is, by and large, similar in trend and in pro- 
portion. 


TABLE 7. COMPARISONS OF FARMER'S SHARE OF RETAIL 


EQUIVALENT VALUE OF CANNED PEACHES, 
UNITED STATES AND CANADA, 1948 TO 1957 


LORSa LGRD ISOS) 1952s 195Is Loo ae 9994 Looe a 


U.S.A. 1% Li? Te? 9 20 aly 16 Lot 21 18 
Canada 20 21 CART Ae 20 21 Zi: la ae Za} 


Sources U.S.D.A., Farm-Retail Spreads for Food Products, Agricultural 
Marketing Service, Misc. Pub. 741, Washington, 1957, p. 1313 


and this study, Table 5. 
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SUGAR BEETS 


1. Characteristics of Sugar Beets and Beet Sugar 
Affecting Their Price and Cost of Marketing 


Sugar beets are a root crop with a sugar content varying some- 
what from year to year, depending mainly on the weather. The range of 
sugar content is unlikely to exceed 13 to 20% over the years. Although 
all of the sugar cannot be extracted commercially, it is obvious that 
the seasonal variations in sugar content affect annual refining costs 
per pound of sugar. The beet sugar refining companies tie their price 
paid for sugar beets both to the current price of refined sugar and to 
the average sugar content of that year's crop of sugar beets. 


The culture of sugar beets also affects beet sugar yields, 

and the refining companies make certain detailed specifications in their 
contracts with the individual growers. The terms of the contract vary 
between producing provinces and over time, but, for example, the con- 
tract states the grower's acreage and requires the grower to use seed 
purchased from the company, and may specify that the land must be fer- 
tilized or that the land must not have been planted to sugar beets the 
year before. Beets judged by the company to be unsuitable for making 
sugar may be rejected. 


Sugar beets are a perishable commodity and in ordinary farm 
storage they are subject to damage by shrinking, freezing etc. In such 
adverse circumstances the contract permits the grower to silo undeliv— 
ered beets for their protection. Ordinarily, however, the grower can 
silo only a limited proportion of his beets and only upon permission 
and instructions from the company. The company pays the grower extra 
for siloed beets, but also takes silo shrinkage into account. The 
grower bears the costs of delivering the sugar beets. When delivered 
the beets must be clean or else the grower suffers deductions. The 
perishability of sugar beets necessitates processing without delay be- 
fore heavy frost, and then the refineries stand idle as far as refining 
is concerned for more than two-thirds of the year. Also large stocks 
of beet sugar have to bestored for part of the year. 


The grower receives an initial payment upon delivery of his 
sugar beets, and the balance subsequently when the company knows what 
its "net returns" are from the sale of sugar made from that year's crop. 
In Manitoba and Ontario in recent years, the sugar companies have of- 
fered to pay a bonus when the total tonnage of sugar beets exceeded 
certain amounts. In Manitoba there has also been a bonus when average 
purity exceeded 83% clarity. 


Molasses and beet pulp are by-products of the refining pro- 
cess. The sugar beet grower is paid extra for these by-products, 
again in relation to the next return received by the company from their 
sale, The beet pulp is used as a feed for livestock. It should also 
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be mentioned that the beet tops which are removed by the grower before 
delivery may be used by him on the farm for feed. 


All beet sugar when refined is the white granulated kind. 
Refined sugar is not a highly perishable product, but it is subject to 
damage and loss from moisture, torn sacs, dirt, etc. 


2. General Disposition of the Supply 


Trends in the amount of sugar refined in Canada, and in the 
proportions refined from imported raw cane sugar and from domestic 
sugar beets over the last two decades, are summarized in Table 1. The 
long-run upward trend in sugar production is clearly shown in the table. 
Also, the proportion of sugar refined from domestic sugar beets has been 
substantially greater in the post World War II period than in the 1935- 
39 period. Over our 1949-58 period of study, total inventories of re- 
fined sugar increased considerably, compared with World War II years, 
end exceeded the amounts of beet sugar produced. 


TABLE 1. TRENDS IN SUGAR PRODUCTION OVER THE LAST TWO DECADES 
IN CANADA BY AMOUNTS REFINED AND PROPORTIONS R#FINED 
FROM IMPORTED RAW CANE SUGAR AND FROM DOMESTIC SUGAR BEETS 


Average Average Average 
1935-39 1949-53 1954-58 
Total Refined (000 lb.) 1,057,582 1,398,977 1,554,825 
Made from Cane 86.6% 81.1% 82.6% 
Made from Beets 13.4% 18.9% We 


Source: D.B.S., The Sugar Refining Industry, annual. 


The amount of refined sugar imported over the 1949-58 period 
amounted to less than 1% of total sugar refined in Canada. Exports 
of refined sugar also were less than 1% of the sugar refined in Canada 
over the period of study. 


The tariff on refined sugar imports is $1.89 per 100 lbs., 
which is approximately 20% of the retail price of refined sugar in 
Canada in recent years. The British Preferential tariff on raw sugar 
averages 28.74 per 100 lhs., and the Most Favoured Nation and General 
Tariff averages $1.29 per 100 lbs.1 


1 Canada Department of Agriculture Marketing Services,Canada and the 
United States Tariffs on Selected Agricultural Products, Ottawa, 
Revised Dec. 1957, p. 16. Although there is no British Preferential 
tariff on sugar beets, there is an M.F.N. tariff on sugar beets 
of 274% ad valorem. 
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3. Geographical Pattern of Sugar Beet Production 


Traditionnally, sugar beets have been a labour-intensive crop, 
but mechanization is well under way, (blocking, thinning, weeding, cul- 
tivation, and harvesting). Nearly all of Alberta's beets are now har- 
vested by machine. Sugar beet growing calls for a deep rich soil, a 
requirement which influences the geographical pattern of production. 
Beet sugar production costs exceed those of cane sugar. Beet sugar 
yields per acre are lower than cane and yet labour costs, land values 
and taxes are higher. The competition from cane sugar is keenest in 
eastern Canada where markets are more accessible to West Indies exports. 
Some measure of tariff protection for the beet sugar industry is ac- 
corded. The two World Wars, which disrupted the cane sugar trade, pro- 
vided a special stimulus to beet sugar production. 


Sugar beets are a crop of special importance in certain local- 
ities in Canada. Sugar beet growing began in Quebec in the 18th centu- 
ry, but it has not achieved great prominence in that province. The 
present Quebec Sugar Refinery was set up at St. Hilaire in 1944. Early 
in the 20th century, beet sugar refineries were built in Ontario. The 
two Ontario refineries now existing are at Wallaceburg and Chatham, both 
owned by the Canada and Dominion Sugar Company. Beet sugar production 
began in Alberta about 33 years ago, and in Manitoba about 10 years ago. 
In Alberta, the sugar beets are grown on irrigated land in the Leth- 
bridge district. The three beet sugar refineries in Alberta are located 
at Raymond, Picture Butte and Tabor, all three plants being owned by 
Canadian Sugar Factories Ltd. The Manitoba refinery is at Fort Garry, 
Winnipeg, and is owned by the Manitoba Sugar Company. 


The trends in sugar beet production in Canada and for the 
four producing provinces over the last two decades are summarized in 
Table 2. Canada has produced an annual average of 1,055,519 tons of 
sugar beets over the five-year period 1954-58, compared with an average 
of 972,649 tons during 1949-53 and 504,200 tons during 1935-39. 


TABLE 2. TRENDS IN SUGAR BREET PRODUCTION IN CANADA, AND FOR THE 
PRODUCING PROVINCES, OVER THE LAST TwO DECADES 


Av.1935-39 Av.1949-53 Av.1954-58 
ns ors (% (tons (4 
Alberta 219,200 LBS) LOL, 883 41.6 486, 27h 46.1 
Ontario 285,000 56.5 327,491 33.7 283,401 26.9 
Manitoba etl Neae 148, 248 15.2 pals Pokey 20.6 
Quebec Nede nea. 92,027 Foo 68,047 6.4 
Canada 504,200 100.0 972,649 100.0 1,055,519 100.0 


Source: D.B.S., Handbook of Agricultural Statistics, Part I, Field 
Crops, and Supplement to Part I. 


Quarterly Bulletin of Agricultural Statistics, Jan.- Mar., 1958. 
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Table 2 shows that Alberta has been the major sugar beet 
producer, and its relative importance increased significantly over the 
decade 1949-58 (from 41.6% to 46.1% of total Canadian production). 
Ontario is the second largest sugar beet producing province, but its 
production actually declined over the decade of study, and its share has 
been declining prominently over the longer run (from 56.5% during 1935- 
39 to 33.7% during 1949-53 to 26.9% during 1954-58). Apparently, more 
remunerative cash crops can be grown in Ontario. Manitoba is in third 
place in sugar beet production, but its share has increased substantial- 
ly over the period of study (from 15.2% during 1949-53 to 20.6% during 
1954-58). Quebec's production and share of sugar beets, like that of 
Ontario, declined over the 1949-58 period. In summary, increasing 
sugar beet production in the western provinces (Alberta and Manitoba) is 
more than offsetting the declining production in the eastern provinces 
(Ontario and Quebec). 


The numbers of sugar beet growers in the four producing prov- 
inces and Canada in 1956 are shown in Table 3, The table also shows 
the marked differences between the eastern and western provinces in 
acres of sugar beets per grower, tons of beets produced per grower and 
average receipts from the sale of sugar beets. 


TABLE 3. NUMBERS OF SUGAR BEET GROWERS AND THEIR AVERAGE ACRH#AGE, 
PRODUCTION AND INCOME, CANADA AND PRODUCING PROVINCES, 1956 


Tons of Beets Repeat te 
Beet growers Acres per Grower Per Grower = 

($ 

Quebec Te bed] Fae yal 676 
Ontario 1492 9.5 97.0 1,478 
Manitoba 78h 2952 292.1 ky 9Lg 
Alberta 1280 28.2 362.8 6,709 
Canada 477k L655 Wed aye 


4, Year-to-Year Variations in Supply and Price 


In the, longer run, sugar price levels in Canada are set by the 
price of raw cane sugar in the world market, plus our tariffs on imports, 
plus refining costs and costs of domestic distribution. The price of 
sugar in Canada, in turn, contractually influences (but does not comple- 
tely determine) the price received by growers for their sugar beets. The 
relevant price for contract purposes is the "net return" to the refining 
company from their sugar shipments after deducting selling expenses 
(e.g. freight, discounts, storage, brokerage, shipping costs and losses, 
sales, salaries and travelling, insurance, advertising etc.) 


The production of refined sugar in Canada over the 1949-1958 
period has been subject to variations about a rising trend line. Some 
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measure of stability in sugar prices has been imparted, however, by 
compensatory inventory adjustments. 


Percentage changes from year to year in imports and exports 
of refined sugar have been great but, because the level of imports and 
exports is so low, it is unlikely that this has had much influence, 
either a stabilizing or de-stabilizing kind, upon sugar prices. 


The year-to-year changes in sugar production in Canada have 
not been large relative to the level of production, however. As indi- 
cated in section 2, about 82% of this production is from imported raw 
cane sugar and, relatively speaking, the production of refined cane 
sugar has been much more stable than beet sugar production. The insta- 
bility in beet sugar production is the joint result of year-to-year 
variations in sugar beet acreages, sugar beet yields per acre, and the 
yields of refined sugar per ton of beets. 


5. The Seasonal Pattern of Price Variability 


Within the years of our decade of study, no seasonal pattern 
of retail prices is discernible. Retail sugar prices for month to month 
are very stable. The month-to-month stability of retail sugar prices is 
in marked contrast to the seasonal variability in sugar sales and inven- 
tories. Table 4 shows retail sugar prices and refinery stocks and sales 
of sugar, averaged for each month of the nine-year period 1949-57. Do- 
mestic sales of sugar by refineries are highest during the summer months 
June-September and are lowest in January and February. During the fourth 
quarter of the year sugar inventories of refineries, which reach.a mini- 
mum by the beginning of October, are rebuilt. This is partly due to a 


TABLE 4. SEASONAL PATTERN OF RETAIL SUGAR PRICES AND REFINERY 
SALHS AND INVENTORIES IN CANADA, OVER THE NINE YEARS, 
1949-1 


Jane Feb. Mar. Apr. May June 


Av. Retail Price 10.4 OR HORS MOAS Oe: MOLE 
(¢/1b.) 

Av.Domestic Sales 90.7 Soar 10853 SONG 137m - 8 2 
(million lb.) 


Av. Stocks @ 201.7 277.1. -el262t0l. M2309 20629 »210.7 

Av. Retail Price ERY eee Ue eee ere UC ee move pecs 2 
(g/1b.) LOS oy GLO ai LO a waOsks TOs |) LOs5 

eee cpl ASC stew LiuocO™ MIA e om 123.50 (12055 97.5 


a 
US Ae MOT cdg 133660 wll 655) 96.3 25080 b29064 
(million 2.) 


a At beginning of the month. 


Source: D.B.S. Prices and Price Indexes, Monthly and Quarterly Bulletin 
of Agricultural Statistics Jan.—Mar., 1950-58. 
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declining volume of domestic sales and partly due to the refining dur- 

ing the fourth quarter of the current crop of sugar beets. Inventories 
decline from January through September due to expanding domestic sales, 
but only during August-September do sales normally exceed stocks. 


6. Estimating Farm-Refinery-Retail Spreads 
for Sugar Beets into Sugar 


The results of calculations of the farm retail spread on sugar 
beets for the prairie region are summarized in Table 5. Both sugar 
beet production and beet sugar consumption are distinctive (although not 
exclusive) features of the Prairie region of Canada, and so sugar beet 
price spread calculations for this region are more valid and reliable 
than for other regions or for Canada as a whole. The calculation is 
based on a year-to-year comparison of the farm price of a ton of sugar 
beets, less the farm value of by-products, and the refinery and retail 
values of the amount of sugar refined each year from a ton of beets. 


Over the period of study as a whole the trend in the farm- 
retail spread on a ton of sugar beets in the prairie region has been 
downward. The spread increased from $15.56 in 1949/50 to a maximum of 
$21.00 in 1952/53, and then declined to a minimum of $14.18 in 1954/55. 
The spread increased again over the next two years and decreased in 


1957/58. 


The sugar beet grower's share of the retail price in the 
prairie region averaged 45.5% over the period as a whole, being highest 
in 1951/52 (47.1%) and 1956/57 (47.0%, and lowest in 1952/53 (42.1%). 
No upward or downward trend in the grower's share was discernible. 

The refiner's share of the retail price increased slighlty over this 
period of study and averaged 36.7%. A combined share of 17.8% is, 
therefore, left for the wholesaler and retailer. 


7. Comparison with the United States 


The Canadian sugar beet grower's share of the retail price 
over the last decade corresponded closely with United States figures, 
as shown in Table 6, The U.S. beet grower's share averaged 45.2% over 
the nine years 1949-50 to 1957-58 compared with an average Canadian 
figures of 45.5% for the same period. 
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TABLE 6. COMPARISON OF FARMER'S SHARE OF 
RETAIL VALUE OF BEET SUGAR 


United States* Canada 

(%) (4) 
1949-50 45 16 
1950-51 L6 L6 
1951-52 h6 LY? 
1952-53 47 2 
1953-54 45 4h 
1954-55 Ad 47 
1955-56 46 46 
1956-57 Ah 47 
1957-58 hh 45 


a Including government payments. 


Source: U.S.D.A., Farm-Retail Spreads for Food Products, Misc. 
Pub. 741, Washington, Nov. 1957, pp. 94 and 137, and this 
study, Table 5. 
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MAPLE SYRUP AND SUGAR 


1. Characteristics of Maple Syrup and Sugar Affecting 
Their Price and Cost of Marketing 


During the World Wars, cane sugar was scarce, and this pro- 
vided economic incentive for increased and improved production of maple 
products. Central packing and marketing and improved quality also 
resulted in more widespread distribution of maple products. In Canada, 
maple products are supposed to be sold only in the pure state, and are 
used chiefly as dessert foods. 


Maple syrup and sugar, and some specialty items, are produced 
by the farmer by boiling down the sap of the hard maple tree. The run 
of maple sap is normally limited to three or four weeks in March and 
April, and sometimes lasts only a few days. In 1958, maple syrup rea- 
ched the Montreal and Toronto markets in the third week of March, one 
to two weeks earlier than in 1957. 


The maple bush can be a good source of off-season income to 
the farmer. Aside from favourable weather conditions, production of 
maple syrup requires considerable readily—available farm labour. A 
Vermont Bulletin claimed in 1956 that 


"Apparently the biggest problem facing the maple 
syrup industry is the shortage and high cost of labor. 
Much human labor is needed for tapping trees, hanging 
buckets, gathering sap, sugaring off, and packing the 
product. It is therefore a large item of expense for 
sugarmakers who must hire extra help. The use of labor- 
saving devices is one solution to this problem. Power 
drills help to speed up the tapping process. Dumping 
stations with pipelines to the sugarhouse are another 
means of saving time. Pipelines running directly from 
the trees to the house may be a solution in some cases. 
It may be that larger scale operations are needed so it 
will become more economical to use laborsaving methods." 


The principal maple product is syrup, but certain specialty 
products -- maple sugar, taffy, butter, cream and wax -- are also 
processed from maple sap. The main difference among all of these maple 
products is in moisture content, but colour and flavour are also impor- 
tant. Apparantly, most consumers prefer a light-coloured syrup. 


Grades for interprovincial and export trade are provided by 


1 G.M. England and E.H. Tompkins, Marketing Vermont's Maple Syrup, 
Vermont Agricultural Experiment Station Bulletin 593, Burlington, 
June, 1956, pp. 17 and 18. 
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The Maple Products Industry Act and Regulations, administered by the 
Canada Department of Agriculture, Marketing Service, Fruit and Vegetable 
Division. This federal grading is not compulsory, however. According 
to the federal standards, maple syrup must be pure and must not contain 
more than 35% water, and a gallon of syrup must weigh at least 13 pounds 
2 ounces. Within these requirements, there are four grades of maple 
syrup -- Canada Fancy, Light, Medium and Dark -—- depending on colour 
and flavour. According to the federal standards, maple sugar must be 
pure and must not contain more than 10% water. There are three grades 
of maple sugar, depending on colour and flavour -—- Canada Light, 

Medium and Dark. 


Maple syrup is partly perishable. Perhaps the greatest wasta- 
ge is due to poor methods on the part of some farmers, which result in 
syrup of poor quality -- not readily saleable as a table product at 
premium prices and, indeed, for any other than industrial use. 


Processing involves the collection, heating, blending, 
cleaning, packaging and storing of the maple products. Maple syrup is 
subject to fermentation if the moisture content has been inadequately 
controlled during processing. This is important, even to the farmer, 
who sometimes is left with unsold syrup on his hands beyond the spring 
seasone In March, 1957, for the first time in many years, there was a 
carryover from the previous year. In processing and bottling there is 
some wastage also, but it is probably not great because maple syrup is 
not particularly viscous and hence drains readily from containers. 
Some spoilage in storage after reaching the consumer is not unknown. 
Maple sugar is not perishable, but it needs protective wrapping. 


The crop is disposed of either by direct farm—to-consumer or 
farm-to-—wholesale or farm-to-retail sale in gallon or smaller containers 
or in bulk to domestic packers and industry and export dealers. Direct 
marketings by farmers to consumers are mostly seasonal, but commercial 
packs are sold in the grocery stores throughout most of the year. Map- 
le syrup for table use used to be merchandised mainly in gallon contain- 
ers, but 26-ounce cans and 16-ounce bottles are being used with in- 
creasing frequency. Wholesale and retail grocers and jobbers usually 
handle farmer's packs in gallon or half-gallon tins. This syrup requi- 
res no further processing. 


The larger dealers and handlers locate their bulk drums with 
grower to be filled and gathered. The bulk selling of syrup and sugar 
cuts down on the farmer's initial investment in equipment, containers 
etc., but it limits market outlets to a few processors and bulk hand- 
lers. There are 14 processing plants that are licenced by the Canada 
Department of Agriculture to deal interprovincially and export maple 
products. Normally, the processors reprocess the maple products to 
prevent fermentation, and package them under various brand names. 
Extensive advertising seems to be precluded because of the limited 
volume of sales. The maple products are held in common storage. Maple 
sugar is handled in blocks in sacks or boxes. Modernization of equip- 
ment and appliances has resulted in improved, and more uniform, 
quality of maple products. 
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During the last few years, at least, maple products have 
faced keen competition from cheaper artificial substitutes. Although 
these substitutes are labelled “artificial”, they are also labelled 
"maple" and the general public perhaps thinks that these substitutes are 
at least partly maple. The Commission was informed that even genuine 
maple syrup can be upgraded by artificially lightening the colour of 
dark syrup -- this does not enhance its flavour, but it looks better and 
sells at a higher price. 


2. General Disposition of the Supply 


Trends in production, exports and imports of maple syrup in 
Canada over the last two decades are summarized in Table 1. In general, 
the production has been on a very slight downward trend from an average 
of 2,683,000 gallons over the prewar period 1935-39 to 2,590,000 gallons 
over the period 1954-58. 


There was a marked increase over the last two decades in the 
proportion of our maple syrup production that was exported, from about 
25% in the 1935-39 period to about 44% in the 1954-58 period.+ our 
maple exports go almost entirely to the United States. These exports 


TABLE 1. TRENDS IN PRODUCTION, EXPORTS AND IMPORTS 
OF MAPLE SYRUP, IN CANADA OVER THE LAST 


TwO DECADES. 
Average Average Average 
1935-39 1949-53 1954-58 
Production, (thousand gallons) 2,683 2,639 2,590 
Exports, (% production) 2he9 42.5 oat 
Imports, (% production) = 0.5 0.5 


Source: Canada Department of Agriculture The Current Review of Agricul- 
tural Conditions in Canada, annual Situation Issues. 


are partly for table use but mainly for use in the manufacture of com- 
pound syrups and in the tobacco and other industries. Bulk exports 

of maple sugar are mainly in 70-pound blocks. Imports have remained 
almost negligible except in 1953 and 1956. Our import tariff on maple 


1 On p.222 of Volume II of the Report it was erroneously indicated 
that exports amounted to over 80% of production in recent yearse 
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sugar and syrup is 173% ad valorem, contrasted with U.S. tariffs of 
about e (actually 24 pound on maple sugar and 134 pound on maple 
syrup.~) 


The figures in Table 1 show the total production of maple 
syrup, both for use as syrup and for processing into sugar. Less 
than 5% of the maple syrup produced is being processed into sugar by 
the farmer, and the proportion has been declining over our decade of 
study, from about 7% at the beginning of the decade to about 4% in 
recent years. 


3. Geographical Pattern of Production 


Over the last decade, Quebec accounted for about 86% of the 
maple syrup, and for about 92% of the maple sugar, produced in Canada. 
Ontario is the second most important producing province, and small 
amounts of maple syrup are produced in New Brunswick and Nova Scotia. 
Lack of maple trees rules out production in other provinces. 


Table 2 shows the geographic pattern of production of maple 
products in Canada by provinces for the years 1949-58. The sharp 
changes from year to year, due mainly to weather conditions, are 
clearly evident. 


The Province of Quebec promotes the production and marketing 
of an increased quantity and improved quality of maple products. 
Quebec maple products must be graded prior to sale or else declared 
"unclassified", A large co-operative, Les Producteurs de Sucre d'Era- 
ble, at Levis and Plessisville, packs and markets a substantial portion 
of the Quebec crop. The Co-operative is able to maintain a quality 
control over its maple products more uniform than among non-member 
producers of syrup. Members of the Co-operative are paid an advance 
upon delivery of their syrup and subsequent interim payments as the 
product is sold by the Co-operative. In 1957 and 1958 a major part of 
Quebec's maple products were marketed under the federal Agricultural 
Products Co-operative Marketing Act. This guaranteed an initial 
payment by the co-operatives to their members amounting to about 60% 
in 1957 and 70% in 1958 of average farm prices for equivalent grades 
over the previous three years. 


There are persistent regional differences in the farm price 
of maple products. Table 3 shows the average farm values of maple 
syrup and sugar for the four producing provinces and Canada over the 
decade 1949-58. The largest producing province, Quebec, received 
decidely lower farm prices for its maple products than the other three 


1 Canada Department of Agriculture Canada and the United States Tariffs 
on Selected Agricultural Products, Ottawa, March, 1957, p.16. 


2 Canada Department of Agriculture The Current Review of Agricultural 
Conditions in Canada, Conference Issue, Ottawa, November, 1958, p.50. 
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provinces. Ontario, the second largest producer, received the second 
lowest prices. Since Quebec has a large maple products co-operative 
which would try to pay to its members as large a return as possible, 
some explanation is required for Quebec's low farm prices. It has been 
suggested that these farm prices reflect a lower degree of preliminary 
refinement of maple syrup delivered by Quebec farmers to plants for fur- 
ther processing. Another possible explanation is that Quebec's farm 
prices are lower because a large amount of the maple syrup is exported 
in bulk at wholesale prices for industrial purposes. Finally, supplies 
of maple products in Quebec are large relative to the size of the market, 
compared with the situations in the other producing provinces. These 
farm prices, of course, do not indicate relative profits to the farmers, 
since costs and volume of sales would also have to be taken into con- 
sideration, 


As a further gauge of the degree of sensitivity of farm price 
to volume of supply, indexes were compared of the production and aver- 
age farm value of maple syrup in Quebec for the 10 years 1949-58. 

These are shown in Table 4. Table 4 indicates that normally the year- 
to-year changes in production of maple syrup in Quebec over the last 
decade were accompanied by inverse changes in the farm price. The 
inverse relationship between supply and price, which might be expected, 
was not invariably strong, however. This may have been due mainly to 
conflicting influences on supply in certain years from competing areas 
of production such as New England and Ontario. Compensating shifts in 
the demand for maple products in certain years could have been a 
contributory factor, but it is difficult to see why erratic changes in 
demand should occur. 


TABLE 4. INDEXES OF PRODUCTION AND FARM PRICE 
OF MAPLE SYRUP, QUEBEC, 1949-58 


(1949 = 100) 
Production Index Farm Price Index 
1949 100 100 
1950 120 95 
US doh 92 98 
£952 147 92 
1953 89 102 
1954 107 A ap! 
1955 101 136 
1956 i223 99 
1957 143 85 
1958 109 86 


Source: Adapted from Canada Department of Agriculture Crop and Season- 
al Price Summaries, Part I, Ottawa, annual. 
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4. The Seasonal Pattern of Price Variability 


Unfortunately, systematic data on retail prices of maple 
products are not available for our decade of study. This means that 
it is impossible to derive a monthly retail price pattern. Seasonal 
information is available, however, on wholesaler—to-retailer prices 
for maple syrup by major markets (e.g., Montreal, Toronto, Ottawa, 
Quebec City) and by province of origin.+ An examination of these data 
indicate that the normal seasonal price pattern for maple syrup is to 
begin high and then fall progressively throughout the short spring 
season. There are exceptions to this. For example, in Montreal at the 
end of the 1958 season, the wholesale price of syrup rallied slightly. 


5. Estimating the Farm-Wholesale Spread for Maple Syrup 


Due to the lack of systematic retail prices, it is not pos-— 
sible to estimate the farm-retail spread for maple products. Because 
of the relative unimportance in the United States of maple products, 
farm-retail spread figures are not available there either. The best 
that can be done, and even this involves pushing the data hard, is to 
estimate the farm-wholesale spread for maple syrup in Ontario and 
Quebec. Wholesale quotations are available for the six-to-10 week 
syrup season, but they are actually a combination of wholesale and 
retail prices. This is because a substantial proportion of the maple 
syrup reaching the consumer during the maple season is sold by the 
producer himself on farmers! markets at prices recorded as "wholesale", 
Furthermore, an unknown amount of maple syrup is sold by the farmer at 
unknown prices directly to retail stores or to tourists and local 
residents at roadside stands. 


As already pointed out, annual average farm prices are avail- 
able for the producing provinces. No adjustment for exports was made 
to these prices because of lack of information on the farm value of 
maple product exports. Seasonal average wholesale prices are available 
for Montreal, Quebec City, Toronto and Ottawa for the years 1950-58. 
To derive provincial wholesale prices for Quebec and Ontario, it was con 
sidered advisable to weight these annual city prices by their respective 
populations. The results of these farm-wholesale spread calculations 
are summarized in Table 5. 


L Canada Department of Agriculture Fruit, Vegetable and Honey Crop 


and Market Reports, Ottawa, weekly; and Crop and Seasonal Price 
Summaries, Part I, Ottawa, annual 
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Table 5 shows that, on the average over the nine years 
1950-581, the wholesale and farm prices of maple syrup in Ontario 
exceeded those in Quebec by substantial amounts. This was true espe— 
cially of the farm price which averaged $4.42 a gallon in Ontario, 
compared with $3,69 in Quebec. The farm-wholesale spread in Quebec 
exceeded that in Ontario by an average of about 22¢ per gallon. The 
Quebec spread, moreover, was more volatile from year to year. In 195k, 
for example, the Quebec spread dropped to 44 per gallon, contrasted 
with 634 in Ontario. A better quality crop and a strong United States 
demand were mainly responsible for the jump in farm prices in Quebec in 
1954, compared with previous years. The year 1956 was unusual, espe- 
cially in Quebec, as indicated by the large farm-wholesale price spread. 
The Quebec farm price in 1956 dropped back from the high levels of the 
two previous years, but the wholesale price continued to advance. The 
1956 spread in Ontario also was unusually large, only to drap back 
sharply in 1957. The larger crop in 1957 was reflected in lower whole- 
sale prices generally, but the farm price in Quebec sagged more than 
in Ontario. The 1958 crop of maple syrup was smaller than in 1957, 
and prices rallied. 


The farmer's share of the wholesale price of maple syrup 
averaged about 89% in Ontario over the period, compared with about 81% 
in Quebec. 


The Commission was informed that the retailer takes a mark- 
up of 20% to 25%. If the retail markup in Canada on maple syrup over 
the period had averaged 20% to 25% (and this only an assumption), the 
farmer's share of the retail price would have been between 65% and 69%. 


6. Retail Markup in Vermont 


In the Vermont study referred to earlier, 89 retailers were 
asked in 1953 what markup they felt they had to get for handling maple 
products. About 84% of these retailers answered for markups between 
20% and 35%,.2 


1 In Volume II, Table 61, calculations are for the eight year period, 
T9500 COs Ls 


2 Marketing Vermont's Maple Syrup, pp. 19 and 20. 
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TABLE 5. SUMMARY OF FARM-WHOLESALE SPREADS ON MAPLE SYRUP, 
QUEBEC AND ONTARIO, 1950 TO 1957 


QUEBEC ONTARIO 
Farm- Farm 
Calendar Wholesale Farm Wholesale Wholesale> Farm Wholesale 
Year Value* Value _ Spread Value __Value__Spread 
(dollars per gallon) 
1950 Set> 3 hy ood. 445 4.05 40 
LL 4.07 Seep 0d2 4.56 4.29 027 
1952 3.96 3.33 63 4.80 2h 259 
1953 4.51 3.69 082 eI 4.32 302 
1954 4.64 4.60 204° 4.91 4.28 63 
1955 S51 4e QL 60 5.36 eh .88 
1956 5.98 Bub? 1.41 5.88 he 7 Tea? 
1957 4.40 3.08 eo 4.96 4.65 53k 
1958 ° tive). ee Eee ali 4.89 4.81 .08 


a Average annual wholesale prices for Montreal and Quebec City, weight- 
ed by estimated relative populations. 


b Average annual wholesale prices for Toronto and Ottawa, weighted by 
estimated relative populations. 


¢ Something may be wrong with the official figures for Quebec for 
19543 a farm-wholesale spread of 4f per gallon seems too small. 


ad Preliminary 
Source: Canada Department of Agriculture Crop and Seasonal Price 


Summaries, Part I, Ottawa, annual; D.B.S. Census of Canada 1956, 
Population Incorporated Cities, Towns and Villages, Ottawa, 1957. 
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FISHERIES PRICE SPREAD STUDIES 
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INTRODUCTION TO STUDIES OF FISHERIES COMMODITIES 


While Chapters 1 and 2 of Part VI in Volume II of the Commis- 
sion Report contain general and particular information on the Canadian 
fisheries and the domestic market for fisheries products, a considerable 
amount of information and analysis was not included, in consideration 
of available space and proportionate treatment of subjects. In this 
volume, the commodity studies are presented in greater detail, preceded 
by some general information concerning fish as a food product and its 
perishability. Government measures applicable specifically to fisher- 
men and the fishing industry were only briefly mentioned in Volume Ir. 
Further particulars concerning the more important and directly applic~ 
able measures of this kind are contained also in this introduction, 


le The Perishability of Fisheries Food Products 


Perishability is a difficult problem, of course, in the hand- 
ling and distribution from primary producer to consumer of many agri- 
cultural, as well as fisheries products, requiring the observance of 
certain limitations relating to time, temperature and humidity in 
transportation and storage of the products, The solution for some 
highly perishable products, such as fluid milk for consumer use, is to 
locate production, processing and distribution geographically close to 
the consumer. With limited exceptions, fish has to be taken from 
natural waters located at great distances from large urban consuming 
centres, and the very fact of its perishability requires that processe 
ing be carried out close to its point of landing. The principal agri- 
cultural protein foods may be kept for quite long periods under proper 
conditions, and fresh-killed beef, for instance, can in fact be improve 
ed in flavour and tenderness by storage in a cooler for several days 
to break down the connective tissues. Fish flesh, on the contrary, is 
more delicate and more perishable than meat; supported as it is by the 
water around it, the fish does not need the strong fibres and connect~= 
ive tissues found in the muscle of land animals, Furthermore, bacteria 
capable of growing at low temperatures are present in large numbers in 
the protective slime on the skin of the fish; consequently, it is im- 
possible to prevent some degree of infection of the flesh with these 
bacteria in the process of gutting or beheading or filleting the fish, 
no matter how careful the washing and handling of the fish may be, 
Autolysis and proteolysis, and in the case of fatty fishes, rancidity, 
also play their part in the development of undesirable flavours and 
odours. The fish in its ocean habitat is subject to a temperature 
range usually from the freezing point to 50°F. or 60°F, The enzymes 
and bacteria carry on their decaying action rapidly at higher tempera~ 
tures, and deterioration of the flesh begins as soon as the fish is 


dead ry 


1 See, for example, pp. 229-230 and 251 of Volume II. 
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Various methods have been developed and used for the preservae 
tion of fish. Quite early in history, the removal of moisture by drying 
or salting, or a combination of both, was used to prevent spoilage of 
meat and fish. This made possible the extensive exploitation of codfish 
from the northwest Atlantic by European countries from the beginning of 
the sixteenth century. Oily fish, such as herring and salmon, become 
rancid because the unsaturated oil in the flesh is oxidized through con- 
tact with the air; smoking the fish retards rancidity because the phene 
ols in wood smoke react with the oil. Salting, smoking, and the dis- 
covery of tight coopering to provide barrels that would hold brine and 
exclude air, formed the basis of the extensive use of North Sea herring 
as food in the Middle Ages, and of the wealth of Dutch and North German 
cities in trade. Exclusion of air is a feature of the canning process e 
combined also with sterilization of the food by heat = which was intro- 
duced and improved during the nineteenth century. By the beginning of 
the twentieth century, cured and canned fisheries products were widely 
distributed in world trade, 


These methods of preservation change the fish in flavour, cole 
our, odour, and texture, The flavour of fresh fish was known only to 
those living near to the place where it was caught until the development 
of steam power for rapid rail and water transportation made it possible 
to supply distant and inland consumers with nearly fresh fish - parti- 
cularly when ice was used to slow down the process of deterioration. 
Where distances were great, however, as in North America, the develop- 
ment of commercial freezing, and the establishment of distribution and 
holding facilities for frozen fish were necessary to the growth of a 
mass market. 


Because of the speed at which deterioration in fish takes 
place, good quality in fresh or frozen fillets is dependent upon fil- 
leting the fish as soon as possible after it is caught, combined with 
careful handling on the vessel and wharf and in the plant. On the ves~ 
sel, such things as careless gutting and washing, over~exposure to warm 
air and sun on deck before icing, bruising or slashing or forking 
through the fillet portion of the fish, and scanty or otherwise faulty 
icing and storage can shorten the keeping life of the fish enormously. 
Unloading at the wharf requires care to avoid bruising or forking the 
sides of the fish; in the plant, proper icing is required to keep the 
temperature of the fish close to the freezing point, if the fish has to 
be held for a time before filleting. Good processing requires the use 
of the best sanitary methods and equipment to minimize bacterial con- 
tamination of the fillets during the cutting, candling and packaging 
operations. 


Use of some chemical bacteriostats improves the keeping quale 
ity of fillets, Sodium nitrite in solution was formerly used, but is 
no longer authorized. More recently, some tetracycline antibiotics 
have proved to be very effective in inhibiting the growth of bacteria 
in the flesh of fish or poultry. Chlortetracycline (CTC) and oxytetra= 
cycline (OTC) in a dilute-food grade=solution (as trade products "Aur~ 
eomycin", "Acronize", "Biostat") have been authorized by health autho-~ 
rities for use on fish and poultry meat. The antibiotic is dissipated 
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in the heat of cooking and in the low concentrations used, only incon- 
sequential or trace elements of it are left in the cooked food. 


Some plants and some fishermen rate very high marks for their 
fish handling methods, but others still seem to be unaware that their 
product is to be used as human food. Education is a slow process at 
times, and the institution of a compulsory inspection and grading system 
for fresh and frozen fish might be necessary to raise quality standards 
adequately. During recent years, federal Department of Fisheries in- 
spectors have been grading fish on the wharf and in the plant by volun- 
tary agreement with plant management. Currently, plants conforming to 
definite specifications as to sanitation, equipment and methods may 
have their products inspected and use a "Canada Inspected" label on the 
wrapper or container of frozen fish items meeting quality and processing 
standards, Whole or filleted fresh fish passing inspection may be la- 
belled "Processed Under Government Supervision”, 


It is not generally recognized, however, that the care re- 
quired to ensure first class quality in fish represents, in many instan-~ 
ces, an additional cost. Fishermen are not likely to use more ice and 
take extra care, if their catch does not carry a higher value when lande= 
ed than someone else's fish handled in the old indifferent way, In pro- 
cessing, modern and sanitary equipment, such as stainless steel tables, 
is expensive, and adequate candling to remove bones and impurities from 
the fillets may require large additions to staff. Maintenance of qual- 
ity enlarges the price spread in distribution as well. Ice or refriger~ 
ation is necessary in the shipment and storage of fresh or frozen fish. 
The express charge on iced shipments commonly includes an additional 20% 
or 25% on the net weight of the fish; refrigerator boxes, a more effi- 
cient method of maintaining fresh fish at a constant low temperature 
from plant to retailer or restaurant, may require an additional 40%. 
Public or private cold storage space is necessary for holding frozen 
fillets, and the fresh fish wholesaler or retailer should have refriger= 
ation facilities capable of keeping the fish at 34°F, 


Waste through spoilage represents a higher cost in the fresh 
fish trade, of course, than in frozen fish. Fillets under the best con- 
ditions of handling, processing, transportation and storage, from fish 
landed not more than four or five days after being caught, might average 
three or four days as fresh fillets of highly acceptable quality in the 
retail store, with an additional life of perhaps three days as accept- 
able quality fillets, After purchase, the fillets might be stored for 
a further period in the consumer!s refrigerator before being cooked. 
Acceptable quality fillets may be defined as edible, but somewhat unap- 
petizing to one accustomed to the flavour of fresh fish; the retailer 
could realize some salvage value by selling them (perhaps at a reduced 
price), but would be doing himself and the industry a disservice in 
reality, if the customer finds the product stale and unattractive and 
buys less fish in the future, as a result of such experience. 


Quick-freezing of fish produces smaller ice crystals, hence 
there is less water loss or drying-out of the fish on thawing. Frozen 
fillets may be kept several months or a year without appreciable deterie 
oration, if quite fresh when first processed, and if a storage 
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temperature 5° to 20° below zero Fahrenheit (or lower) is maintained. 
Denaturation of the protein is one of the more serious changes that oc- 
cur at higher storage temperatures, although no noticeable change occurs 
from exposure to 10°F, or 15°F. for a day or two, for instance, during 
transportation, Humidity conditions of the storage atmosphere are also 
important; dessication ("freezer-burn") occurs by evaporation of water 
from exposed surfaces, Vapour-proof wrapping or glazing by dipping the 
fish in water immediately after freezing it are common methods of pro- 
tection against dessication. Other gradual losses in quality occur 
through the chemical action of other substances in the fillet; the most 
common of these is the development of rancidity in fatty fishes. This 
is not a serious problem with groundfish fillets. Nevertheless, they 
cannot be stored indefinitely without loss of quality in terms of fla- 
vour, colour and texture; proper handling of frozen fillet stocks ree 
quires that they be replaced every few monthset 


2e Government Assistance to the Primary Fisheries< 


Certain government programs set up in Canada for the specific 
purpose of assisting fishermen have had direct or indirect influences 
on fisheries production, While some of the programs are applicable na- 
tionally, a number are limited in their regional or provincial applicae 
tion. Among the latter are certain federal programs and, of course, 
those established by provincial jurisdictions, However, the following 
statement is by no means intended to cover all government assistance, 
either federal or provincial. It does not take into account the re~ 
search, protection, fish culture, inspection and other fields of actie 
vity, and only touches briefly upon one or two aspects of the marketing 


1 For more complete information on the subject of quality maintenance 
in fish, see the following: (1) The Commercial Fisheries of Canada, 
Royal Commission on Canada's Economic Prospects, Ottawa, 1956, Chape 
ter 3, "The Products"; (2) C.H. Castell, Spoilage Problems in Fresh 
Fish Production, Bulletin No, 100, Fisheries Research Board of Cana- 
da, Ottawa, 1954; (3) W.A. MacCallum, Fish Handling and Hold Con- 
struction in Canadian North Atlantic Trawlers, Bulletin No. 103, 
Fisheries Research Board of Canada, Ottawa, 1955; (4) Progress Re- 

orts of the Atlantic Coast Stations, Fisheries Research Board of 
Canada, Nos. 59, 62 and 65; (5) Wed. Dyer, "Storage and Transportae 
tion of Frozen Fish", Canadian Fisherman, Gardenvale, P.Q., June, 
1957; and (6) Frozen Fish Improved Quality and Packing = Project No. 
325, The European Productivity Agency of the Organization for Euroe- 
pean Economic Cooperation, Paris, 1956. 


2 This statement covers only the more important and direct fisheries 
assistance programs of governments, federal and provincial. In ad- 
dition, fishermen, of course, participate in general social welfare 
programs, and in some instances, specific provision is made for fishe 
ermen in other programs, such as, for example, those pertaining to 
extension work, education, The Sick Mariners Service and Unemployment 
Insurance. 
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field and certain educational grants. The subjects considered in the 
following section include loans to fishermen, subsidies on fishing ves- 
sel construction, improvements to the supply of bait, boat insurance, 
and government deficiency payments and price support programs for fish- 
eries products. Fishermen also benefit from various federal and prov- 
incial social security programs, applicable to all citizens. 


Loans to Fishermen 


Fishermen's loan agencies have been established by the govern- 
ments of the three Maritime Provinces, Newfoundland and Quebec. These 
provide loans to fishermen otherwise unable to purchase hulls or boats, 
engines, or fishing gear, provided certain requirements, including a 
cash down payment, can be met. Loans are available also to associations 
of fishermen, to companies, and in certain circumstances, to boat build 
ers. In some provinces, provincial loans have assisted the establish- 
ment or improvement of fish processing facilities. 


In Quebec, fishermen obtain loans also from their "Credit 
Maritime" system of credit unions for the purchase of boats and gear, 
The provincial government assists by paying part of the interest on 
loans and the premium on insurance policies on the lives of the borrow~ 
ers. The Quebec and New Brunswick governments pay a part of the insur- 
ance premiums on boats upon which provincial loans have been made, 


The federal Fishermen's Loan Act of 1955 empowered the Minis- 
ter of Finance to guarantee to the lender, loans made to a fisherman not 
exceeding $4,000, under certain prescribed conditions, for any such 
purpose as the purchase or construction of a fishing vessel or fishing 
equipment, the major repair or overhaul of a fishing vessel or its en- 
gine, the purchase or construction or repair of a shore installation or 
building, or any prescribed improvement of a fishing enterprise. The 
term of such loan is not to exceed eight years, and the rate of inter- 
est not to exceed 5%. 


Dragger and Long-Liner Assistance 


To promote the modernization of fishing operations of fisher- 
men in the postwar years, the Canadian Government has paid, through the 
provincial fishermen's loan boards, a grant of $165 a gross ton for the 
approved construction of fishing vessels of the dragger or long-liner 
types. Payments on this account over the 12 fiscal years April 1, 1947, 
to March 31, 1959, amounted to just under $2,125 thousand. 


The Government of Quebec pays graduated subsidies of $2, $4, 
or $6 per foot of length on construction of small fishing boats, In 
Newfoundland also, the provincial government pays a grant amounting to 
$160 per gross ton for approved fishing vessel construction. The 


1 Data from the annual Public Accounts of Canada, Queen's Printer, 
Ottawa. In addition, in the two years 1946/47 and 1947/48, federal 
government expenditures amounting to over $145 thousand were made 
for "assistance in the construction of dragger type vessels and con= 
version of fishing schooners to draggers", 
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federal and provincial assistance in that province has amounted to a- 
round 42% of the original cost of boat and equipment. In the other 
Atlantic Provinces, the federal grant has represented about one-quarter 
of the cost of long-liners (50 to 60 feet in length) and about one- 
sixth of the cost of the more strongly constructed draggers.- Boat- 
building costs have continued to rise, and the subsidy is currently a 
smaller share of the total cost of construction, 


Bait Assistance 


A measure to ensure bait supplies in Atlantic areas has been 
a grant to processors and cold storage operators to cover part of the 
cost of approved facilities to freeze and store bait. These subsidies, 
in the nine years to March, 1957, totalled close to $140 thousand. No 
payments were made in the two following years, 


With the entry of Newfoundland into confederation in 1949, 
the federal government assumed responsibility for the operation of bait 
depots in that province. The costs of the aggregate deficit, on this 
account, in the 10 years ended March, 1959, was just short of $2,132 
thousand. 


Small Boat Insurance 


Marine insurance rates on the small boats and vessels of in- 
shore fishermen are high because of the high cost of providing the sere 
vice to isolated and widely separated communities. In consequence, few 
small vessels are insured with commercial companies, and fishermen are 
subject to serious hardship from lost or damaged boats and the conse- 
quent interruption of their fishing activities. In 1953, the Canadian 
Government instituted an insurance plan restricted to fishermen-owned, 
powered fishing vessels in the appraised value range of $250 to $7,500 
(the approximate value range of inshore fishing craft). The upper li- 
mit was raised to $10,000 in 1957. An annual premium rate of 1% of the 
appraised value was set, with an indemnity of 60% of the appraised val- 
ue in case of total loss, or the approved cost of repairs above 30% of 
the appraised value in cases of partial loss. The hazard of storm da~ 
mage to inshore craft is less in the protected waters of the British 
Columbia coast, and the rates of indemnity for that province have, con- 
sequently, been raised to 70% of appraised value for total loss, and 
approved costs in excess of 15% of the appraised value for partial loss. 


An insurance plan for lobster traps was also established.2 
To administer the insurance, a group of fisheries officers were given 
special training in vessel appraisal and damage adjustment, and area ad-= 
ministrators were appointed in the four main fishing regions, 


1 John Proskie, erations of Modern Long-Liners and Draggers, Atlan- 
tic Seaboard, 1952-1956, Economics Service, Department of Fisheries, 
Ottawa, 1957, Vol. 6, Part 1. See also Vol. 7, Part 1, pp. 14-15. 


2 Particulars of the plan for lobster traps are given in the commodity 
study for lobsters. 
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In six years of operation, to March 31, 1959, net premium re-~ 
venues in the vessel insurance plan amounted to $476,619 and claims 
paid, to $508,183. The coverage at the end of March, 1959, included 
3,202 vessels with an insured value of $4,806,025 on the Atlantic coast, 
and 1,929 British Columbia vessels with an insured value of $9,819,860. 
The lobster trap insurance scheme at that date had received $97,164 in 
net premiums, and had paid indemnities amounting to $303,648. 


Price Support Purchasing and Deficiency Payments 


Under the Fisheries Prices Support Act of 1944, the Fisheries 
Prices Support Board was established in 1947, given a working fund of 
$25 million, and empowered to support prices of fisheries products (1) 
by the purchase of any fisheries product at a prescribed price, or (2) 
by deficiency payments to producers of a fisheries product, equal to 
the difference between a prescribed price and the average price realize 
ed for such product during a specified period, Each support program 
undertaken by the Board was by authority of an Order-in-Council, pre- 
scribing quantities, prices, and certain other conditions, 


The net cost of each of the various programs undertaken dur- 
ing the 10 years ending March 31, 1958, is shown in the table below: 


FISHERIES PRICES SUPPORT BOARD OPERATIONS, 1948/49 TO 1957/58 


Net Cost 
“TT Sin ype ae gp ge aN aera ¢ OThral 


1. Net Losses on: 


(a) Manitoba lakes frozen fish (1949/50) 264,808 
(b) East coast canned fish (1948-51) 1,144,708 
(c) Newfoundland salt cod (1949 production) 82,565 
(4) Prairie frozen fish (1953/54) 191,521 
(e) Atlantic coast bloaters 42,741 
(f) Atlantic coast salted fish (1953 production ~ 

shipped to Korea) 4.4.6 5903 


2. Deficiency Payments on: 


(a) Quebec hair seals (1950/51) Soke 
(b) Labrador salt cod (1950 production) LL,7 860 
(c) Newfoundland shore-caught salt cod (1950 production) 810,105 
(d) Pickled mackerel fillets (1952-54) 22,258 
(e) Saguenay County (Quebec) salted codfish (1953 

production) SH Royall 
(f) Newfoundland salted codfish (1953 production) 64.6, 98h 
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Fisheries Salt Assistance 


As a means to improve the unsatisfactory position of Atlantic 
coast fishermen dependent upon the production and marketing of salted 
fish products, the Governor-in-Council approved the payment of assist- 
ance to producers of designated salted fish products, in the amount of 
50% of the laid-down cost of salt used, Products marketed in the United 
States were excluded from salt assistance. The Fisheries Prices Sup~ 
port Board was made responsible for the administration of the salt ase 
sistance program, In the four years the program has been in operation, 
to the end of March, 1959, a total of $2,400,440 has been paid out in 
salt assistance, of which $1,544,424 was paid to fishermen and $856,016 
to processing plants. 


Fishing Bounty 


Under authority of the Deep Sea Fisheries Act, the Governor- 
in-Council may authorize the payment, out of the consolidated revenue 
fund, of an annual grant not exceeding $160 thousand to aid in the de~ 
velopment of the sea fisheries of Canada, and the improvement of the 
condition of fishermen. The $160 thousand represents the annual inter- 
est on the amount awarded to Canada by the United States under the 
Treaty of Washington of 1871, in return for certain fishing privileges 
in Canadian waters. Fishermen who have engaged in deep sea fishing for 
at least three months of the year, and who have caught not less than 
2,500 pounds of sea fish, receive a grant; likewise, owners of boats of 
not less than 12-foot length of keel, and vessels of not less than 10 
tons, registere 
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CANNED SOCKEYE SALMON 


1. The Raw Material 


The Pacific salmons are the most important group in the Canae 
dian fisheries, comprising about twosthirds of the value of British 
Columbia landings and oneefifth or more of the value of all Canadian 
landings. The five species by common names, (species names in brackets) 
are sockeye (Oncorhynchus nerka), pink (Oncorhynchus gorbuscha), chum 
(Oncorhynchus keta), coho (Oncorhynchus kisutch), and spring (Oncorhyn- 
chus tschawytscha) The flesh of springs is sometimes red, sometimes 
pink, and sometimes white; early maturing males are called jacks. Blue» 
backs and steelhead trout are also caught in British Columbia, but the 
blueback is really a coho in British Columbia and the steelhead (Salmo 
gairdnerii) is the anadromous member of a species that may also live 
wholly in fresh water. It resembles in appearance and habits the Atlane 
tic salmon (Salmo salar). 


All Pacific salmon are anadromous = ascending freshewater 
streams from the sea to spawn in the gravelly stream—beds. The five 
salmon species spawn once, then die, but steelhead, like Atlantic 
salmon, may make several spawning trips from the sea. When the salmon 
leave the ocean, they are well-fed and strong, but they eat nothing af~ 
ter they start for the spawning grounds; their reserve fat and some 
muscle protein are used up in the journey and in the formation of eggs 
or milt. At the same time, the upper jaw becomes hooked (the name 
"Oncorhynchus" means "hooked snout"), and the male pink salmon also de~ 
velops a hump on its back. Sockeye ieosnt to the interior of British 
Columbia to spawn in streams tributary to lakes, and the young leave 
these streams for the lakes, where they spend one or two or sometimes 
three years before descending to the sea, 


Some comparative data concerning the five Pacific salmon spe- 
cies are given on the following page. 


The general uniformity in size of salmon within species faci- 
litates handling and processing by mechanical means. A salmonerun con- 
sists of salmon of the same age group. The iron chink, a machine for 
the automatic beheading and gutting of fish was introduced into salmon 
canneries in 1906, and many technological improvements in canning have 
been made since thet time. 


Practically all sockeye and pink salmon are canned. Sockeye 
retains its colour well when canned, which appears to be the principal 
reason it retails at about twice the price of pink salmon, The other 
three species and steelhead trout are also canned, but a considerable 
part of the catch is sold in the fresh and frozen forms. Spring salmon 
is the species usually used for mildecuring. It is also smoked and 
dry-salted and used for frozen fillets. Indians smoke a good deal of 
chum salmon for their own use. 
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2e Disposition of the Catch 


The British Columbia sockeye catch averaged 31.8 million 
pounds a year over the 10 years 1949=58, with an average value of $7.7 
million. The lO#year annual average for all Pecific salmon species was 
159.4 million pounds worth $22.8 million.l 


The Canadian average annual canned sockeye salmon pack for 
the same 10-year period was 461 thousand standard cases of 48 one-pound 
tins or the equivalent, and the pack of all species averaged 1,560 
thousand cases. Using a conversion rate of 69 pounds of sockeye, lande 
ed weight, to the standard case, the average sockeye pack represents 
landings of about 31.8 million pounds a year - i.e., virtually all of 
the sockeye landings. 


The British Columbia sockeye pack represented 29% of the tow 
tal British Columbia canned salmon production over the 10 years 1949 to 
1958, inclusive. In the same period, the Canadian sockeye pack was 
also 29% of the total North American canned sockeye salmon output. 


The British Columbia sockeye salmon pack averaged about 461 
thousand cases a year for the 10-year period 194981958. Although can~ 
ned salmon imports into Canada are usually negligible, an estimated 350 
thousand cases of Japanese canned salmon (mostly sockeye, but some coho) 
were brought in during the three years 1956, 1957 and 1958, and these 
added to the Canadian sockeye pack raised the average supply figure for 
the 10 years to about 496 thousand cases a year, Canadian exports of 
canned sockeye amounted to an average 162 thousand cases a year over the 
period 1949-1958. (Table A3, Appendix.) Stock changes from year to 
year are not known, but evidently about oneehalf of the great 1958 sock« 
eye pack » perhaps half-aemillion cases + was not shipped out until 
1959. Otherwise, the yearly carry-over averaged out over a l0~year 
period would not be a very important factor. Assuming that stocks at 
the end of 1958 were greater by 350 thousand cases than at the beginning 
of 1949, the apparent average domestic disappearance of canned sockeye 
salmon was of the order of 300 thousand cases or more than 14 million 
pounds a year. 


Production figures were low for 1955, 1956 and 1957, and the 
Canadian domestic disappearance of canned sockeye apparently fell off 
to an average of 282 thousand cases a year for 1956 and 1957 » about 
double the amount imported. However, an estimate of domestic "consump= 
tion" for any one year lacks reliability in the absence of adequate in-~ 
formation on stock holdings at all levels in the processing and distrie 
buting trades. 


British Columbia's average annual pack of all salmon species 
for the period 1949 to 1958 was 1,560 thousand cases, of which 804 
thousand or just over oneehalf were exported. Including imports of 
about 350 thousand cases over the 10 years, sales of all varieties of 


1 See Appendix, Table Al. 
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TABLE 1, BRITISH COLUMBIA CANNED SALMON PACK, BY SPECIES AND BY 
YEARS, 1949 TO 1958 


(Thousands of Cases) 


Coho & Spring & AQ1l Species, 


Year Sockeye Pink Chum Blueback Steelhead Total 
1949 260 TLO 228 215 2h iL j436 
1950 1,08 by5 503 12h, ap 1,492 
1952 428 736 462 313) aly, 1,956 
1952 ALO 679 92 65 13 L299 
1953 510... 795 * 39K 110 16 1,825 
1954 681 336 581 128 18 1,743 
255 215 831 Aes) 186 19 1,406 
1956 320 364 204 Bie Ls a pW 
L957 228 752 240 193 2 1,424 
1958 POT 1,56 229 132 12 1,908 
Average 
(194,958) 61 610 306 168 16 1,560 
Species 
Per Cent 
of 1949 
58 Total 
Pack 29 39 20 LL 1 100 
King or 
Medium Chinook & 

Red Pink Keta Red Steelhead Total 
N. American 
Average 
1949-58 3566. FO 252104 272 4,33 200 5,619 
Canadian 
Average Pack 
as a Per 
Cent of 
N. American 
194,9=58 29 28 2h 39 8 28 


a The unit is the standard case of 48 one-pound tins or the equivalent. 


Source: Economics Service, Department of Fisheries of Canada; United 
States pack data from the Pacific Fisherman, Yearbook Number, 
Jan. 25, 1959, pe 85. Totals do not agree in all cases to sum 
of species packs because of roundinge 
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canned Pacific salmon in the Canadian market averaged about 790 thou- 
sand cases or 38 million pounds a year. 


3. Location and Conditions of Production 


British Columbia sockeye salmon landings in 1958 were 73.2 
million pounds valued at a total of $20.2 million, compared with 15.7 
million pounds worth $4.4 million in 1957, and a 10-year average 1949— 
58 of 31.8 million pounds and $7.7 million. The yearly figures for 
sockeye and for all Pacific salmon are contained in Table Al of the Ap- 
pendix. Both the volume and value of the total Pacific salmon catch 
vary more widely from year to year than for sockeye alone = leading to 
the conclusion that the sockeye catch is a more stable element in 
salmon fishermen's incomes. 


Salmon can be caught on the high seas, but are most easily 
caught in quantity in coastal waters and estuaries when they return to 
their home rivers to spawn. The most common method of fishing for 
sockeye is the gillenet, set at the mouths of rivers, but purse-seine 
nets are alse used. A few stationary trapenets are permitted in part 
of the Strait of Juan de Fuca, but the catch is only a small part of 
the total, the figures being included with those for seine-caught fish. 
Only a few sockeye are landed by trollers, which catch mainly spring 
and coho. 


Over the years 1951 to 1957, gillenets accounted for 76% of 
the Canadian sockeye catch and 43% of the catch of all salmon species, 
while purse-seines accounted for slightly less than 24% of the sockeye 
and 44% of total salmon landings. Trollers landed nearly 14% of the 
catch of all salmon species. Purse-seines landed nearly 54% and gill~ 
nets 45% of the tremendous sockeye catch of 1958, but the gear propor- 
tions of the catch of all species were not greatly different from the 
1951-57 averages.t 


Salmon moving home to the Fraser River become concentrated in 
the Strait of Juan de Fuca and large numbers are caught there and in 
the internationally-regulated waters west of the Strait. At times (as 
in 1958), Fraser salmon approach the river around the north end of 
Vancouver Island and through the Johnstone and Georgia Straits. The 
sockeye catch is heavy also just north of Vancouver Island (Rivers In- 
let and Smith Inlet) and in the Naas and Skeena areas near Prince 
Rupert. 


The Fraser River system has nearly a thousand square miles of 
lakes - about twice the area of all of the other British Columbia socks 
eye-producing lakes. The rock slides at Hell's Gate in 1913-14 almost 


1 The Commercial Salmon Fisheries of British Columbia, Statistical 
Basebook Series, No. 3, Department of Fisheries of Canada, 1958 
(hereinafter called the Salmon Basebook), Table 6, pe 20. Data for 
1957 and 1958 from British Columbia Catch Statistics, Department of 
Fisheries of Canada, Pacific area. 
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wiped out the Fraser River sockeye runs. International action to rehab- 
ilitate the runs was delayed until the International Pacific Salmon 
Fisheries Convention was ratified by Canada and the United States in 
1936. The fishway at Hell's Gate (completed in 1945), the removal of 
stream obstructions and the construction of other fishways, week-end and 
special closures during the fishing season to ensure adequate spawning 
escapement of fish, and other regulatory measures have gradually restor= 
ed the runs on the Fraser and other streams. Conservation measures 
could well bring about a considerable further increase in sockeye 
stockse 


The number of sockeye salmon caught each year by British Col# 
umbia fishermen is dependent primarily upon the size of the runs to 
British Columbia rivers, the catch in Convention waters being regulated 
by the International Pacific Salmon Fisheries Commission by closures and 
other methods to provide an approximately equal division of the catch 
between Canadian and United States fishermen and to ensure an adequate 
spawning escapement. The four-year sockeye life cycle means that a dome 
inant stock in any one of the lakes produces a heavy run to that area 
every fourth year. Thus, the tremendous run to the Fraser in 1958 pro- 
duced by the "Adams River" dominant stock was preceded by heavy, although 
lesser, runs in 1954 and in 1950. Since 1930, the dominant stocks in the 
different lakes have been more evenly distributed among the four years 
of each cycle, so that annual total catch variations have been somewhat 
reduced .* Nevertheless, the year-toeyear catch differences are still 
wide; Canadian sockeye landings in 1955, for instance, were little more 
than one-third of those of the previous year, and the 1957 catch was even 
smaller » the lowest since 1943, 


Spring salmon are caught throughout the year, but runs of sock 
eye and of the other species occur from late May to October, with some 
chum and a few coho being taken in November. The seasonal pattern of 
sockeye landings is illustrated by the 10-year monthly average data give 
en in Table A2 of the Appendix. 


The International Pacific Salmon Fisheries Commission, just 
previously referred to, was established in 1936 for joint Canadian-United 
States control of the sockeye salmon fishery. By agreement at the end 
of 1956, the Commission was also placed in control of the pink salmon 
stocks of the Fraser River-Strait of Juan de Fuca area. In 1952, Canada, 
Japan and the United States concluded the International Convention for 
the High Seas Fisheries of the North Pacific Ocean, setting up a Commis~ 
sion for research and recommendations and agreeing to abstain from fishe 
ing on the high seas any stocks under scientific management and already 
fully exploited by one or two of the parties to the Convention. 


British Columbia fishermen are strongly organized, their organe 
izations being the United Fishermen and Allied Workers! Union (which also 


1 The Commercial Fisheries of Canada, Royal Commission on Canada's Eco- 
nomic Prespects, 1956, p. 19. 


2 Ibid. 
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represents the workers in the processing plants), the Vessel Owners! 
Association, and the Native Brotherhood of British Columbia (Indian fish 
ermen). All of the major processing companies belong to the Fisheries 
Association of British Columbia. For several years minimum prices for 
gillenet and seineecaught salmon of the different species have been ne 
gotiated between the unions and the Fisheries Association at the begine 
ning of each season. Separately negotiated contracts cover other ase 
pects of fishing operations, such as wages for tendermen and shore 
workers in the camps and processing plants, minimum number of crewmen on 
the fishing boats, and contributions to a welfare fund. 


There are several fishermen's production cosoperatives in Brie 
tish Columbia, the largest being the Prince Rupert Fishermen's Coeopere 
ative Association. The co-operatives market a comparatively small 
amount of canned salmon; their pack is processed by custom canners. The 
Fishermen's Comoperative Federation was incorporated in 1944 to market 
the products of the member associations. Sales in the United States are 
handled through Fishermen's Federation Incorporated, which is the sales 
agency also for the Halibut Producers! Co-operative of Seattle, Washing- 
ton. Members of the producers! co-operatives can also obtain co-opera- 
tive marine insurance and can borrow from their credit unions. 


Almost all seine fishermen operate on a share basis, shares of 
the catch being allocated also to the boat and gear. For instance, on a 
purse=seiner with seven in the crew, 24 shares might be allocated to the 
boat and 14 shares to the net, making a total of 11 shares in the divi-+ 
sion of the proceeds of the catch after certain expenses (fuel, food, 
etc.) are deducted. The smaller boats are usually owned by fishermen, 
although frequently a fishing company has a mortgage equity in the boat. 
Many of the larger seiners are company-owned, and independently-owned 
seiners are usually chartered to a fishing company for the season. 


By owning an equity in, or by chartering a boat, the fishing 
company obtains the right to purchase the catch or puts the skipper un- 
der moral obligation to deliver his catch to the company. By chartering 
his vessel, the boat owner obtains an assured income from a daily char- 
ter fee for a guaranteed number of days. If he is the skipper, he may 
also draw a bonus for delivering his catch to the company. 


To meet commitments for canned salmon in food contracts during 
World War II and the period following, under the authority of wartime 
legislation, restrictions were imposed upon the export to the United 
States of certain species of raw salmon. After the expiry of wartime 
and emergency legislation, an embargo was in effect from time to time on 
the export of raw salmon and in 1956 the British Columbia fishing regue 
lations were amended to prohibit the export of fresh coho salmon after 
August 31 of each year. The export of pink and sockeye salmon in fresh 
form is generally prohibited. 


The schedule of Canadian customs tariff rates on salmon pro- 
ducts is as follows: 


82479—28% 
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Tariff British Most-Favoured 
Item Product Preferential Nation General 
115 Mackerel, herring, salmon 3¢ 2¢ 1¢ 
& all other fish, noOepe, 
fresh, salted, pickled, 4¢ GATT 
smoked, dried or boneless 
(per igor ) 
123 Fish prepared or preserved 173% 273% 30% 


neOep: (b) Salmon 
15% GATT 


The United States tariff rates (under GATT) are as follows: 


Tariep 

Paragraph Product Rate 

717 (a) Salmon, fresh or frozen, whole or s¢/1b. 
beheaded or eviscerated, or both 

77) Salmon, filleted, skinned, boned, 1s¢/l1b. 
sliced or divided 

718 (b) Salmon, prepared or preserved (canned) 15% ad. val. 

TSG) Salmon, pickled, or salted 10% ad. val. 

720 (a)(1) Salmon, smoked 10% ad. val. 


There are considerable differences in capital costs and in 
fishing receipts according to the type of boats and gear in use. Three 
main types of boats are used in salmon fishing: gillenetters, seine 
boats, and trollers. Gill-net boats are usually within the range of 25 
to 35 feet in length and cost $8,000 to $10,000 or up to $15,000. Nets 
and gear might cost $1,500-}2,000 for an entire season in different lo- 
cations; a nylon gillenet 200 fathoms long costs about $500 and would 
last about two years. The average value of fishing capital owned by 64 
gillenet fishermen in 1953 and 1954 was about $3,700 = the boat alone 
representing about $2,900; these boats had been owned six years on the 
average, but they may not have been new when their last owner acquired 
theme 


For the 64 gillenet fishermen in the two years, the average 
annual gross receipts were $3,369, the average operating expenses 
$1,434, and the average net operating receipts, accordingly, $1,935. 


1 See D.R. Buchanan and B.A. Campbell, The Incomes of Salmon Fishermen 
in British Columbia 1953-1954, No. 2, Economics Service, Department 
of Fisheries of Canada, 1957. 


2 The data are not analyzed on an enterprise basis; however, the gille 
net fisherman usually owns his own boat and operates it alone or with 
a wife or son accompanying him in the boat. 
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After allowance of $215 a year for depreciation on fishing capital, the 
average net income from fishing operations was $1,720.+ This represent- 
ed about $21 a day for an average of 84 fishing days afloat, but the 
total time spent in fishing operations was more than double that figure, 
counting weekends and other closure times during the season and time 
spent in readying and maintaining boats and gear. 


Seine boats range from 45 to 80 feet in length; the drum= 
seiners are operated by a crew of three or four, but the larger tableew 
seiners use six to eight men. The introduction of the "Puretic" power 
block in 1955 to replace the hand-hauling of the seine did not greatly 
affect the number of men employed, but it enabled the seiner to make a 
larger number of sets per day. A new large seiner, with echo-sounder 
and other gear, would cost up to $150 thousand; a 60-65 foot boat might 
cost $80 to $85 thousand. A sample of 25 seiners in 1954 averaged 
$29,360 each in current market value and about 20 years in age. The 25 
seine nets on those boats were valued at an average $4,000 each; new 
salmon seines might cost $9,000 to $15,000, according to size. The 
seine captains owned about 45% of the capital value of the 25 boats and 
gear, and most of the balance was owned by fishing companies. 


The average value of fishing capital owned by the 25 seine 
captains in 1953 and 1954 was $17,061, and that of 32 seine assistants 
was $710. The average net income from fishing operations, after allow 
ance for depreciation on fishing capital, as well as all operating ex» 
penses, was $5,449 for seine captains and $2,453 for assistants. The 
seine captains averaged 92 days afloat in each of the two years and 
about 178 in fishing operations, while the seine assistants averaged 72 
days and 128 days, respectively. 


Salmon trollers use boats from 25 to 45 feet long, trailing 
from long poles four to eight stainless steel lines, with metal flash- 
ers, plugs or spoons to attract the fish and three to six hooks to the 
line. Some operate from a base to which they deliver their catch daily; 
others may carry ice and remain on the fishing grounds for several days, 
and these are sometimes manned by two fishermen. The larger boats are 
also used to fish halibut, and some may mount seine-tables in the fall 
season to fish local runs of chum salmon. The capital cost of a new 
boat could be as high as $25,000. Perhaps $300 to $400 would be the 
cost of gear. A sample of 50 troll boats in 1953 had an average value 
of nearly $5,000, and had been in the possession of their owners about 
nine years. Their owners spent about the same time as seine captains in 
fishing activities, and received net incomes averaging about $1,550 
after depreciation on fishing capital. 


4. Fishermen's Methods of Selling 


Gill-net and seine fishermen usually deliver their salmon in 
the round form to the company packer or collector boat on the fishing 


Ops Clues, (aDLO 75 De "2560 
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grounds, and obtain from it necessary supplies for further fishing. Or- 
dinarily, ice is not used, because the packer proceeds straightway to 
the cannery wharf. Trollers may carry ice, if they do not come in each 
day with their catch. 


The minimum prices for net-caught salmon, negotiated each year 
between the fishermens! unions and the processors! association, are paid 
to fishermen as a credit on account at the time of delivery to the col- 
lector boat or (infrequently) to the company wharf. The fish are weigh- 
ed when delivered; pinks and chums are usually counted and the weight 
computed by applying an average weight as determined for the area. The 
number of buyers (processing companies) is small, but all pay the mini- 
mm contract price; if the fish are scarce or if a high percentage is 
going into the fresh trade, competition may raise the price to the fish- 
ermen above the contract minimum. Troll-caught salmon are not included 
in the contract; they are usually a better quality of fish sold mainly 
dressed instead of in the round for the fresh and frozen trade, and the 
price realized is higher than the minimum for net-caught fish. Sockeye 
and pink salmon are mostly net-caught and, moreover, mostly canned; con- 
sequently, their annual average landed value is usually only fractional- 
ly above the season contract minimum price. These differences are indi- 
cated in Table 2. 


TABLE 2, CONTRACTUAL MINIMUM PRICH AND ANNUAL AVERAGE LANDED 
VALUE OF BRITISH COLUMBIA SOCKEYE SALMON, 1948-1958 


(Cents per Pound) 


Sockeye Pink 

Contract Average Contract Average 
Year Minimum Price Landed Value Minimum Price Landed Value 
194.8 18.00 20.50 6675-7625 740 
VOLS 18.00 17.78 6.00-6, 50 6.58 
1950 20.00 CU ek 6.675="7625 1209 
1951 25200 25201 9.50 Geo 
1952 25-00 25200 7450 8.00 
1933 22200 22.04 7.30 dade 
1954 22200 PANE) eile g Pls 
LD 24,200 24205 FP Es, 8.90 
1956 24.00 PASS) 9.00 9.03 
Ee y, 28 .00 28.16 9.25 9.43 
195s 28.00 274258 9s2> Pekd 


Source: Salmon Basebook, Tables 49 and 50. Data for 1956, 1957 and 
1958 from the annual British Columbia Catch Statistics, Depart- 
ment of Fisheries of Canada, and the Monthly Review of Canadian 
Fisheries Statistics, Dominion Bureau of Statistics. 


The co-operatives make an initial payment to the fishermen 
upon delivery of the fish and a final payment at the end of the season 
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when the necessary bookkeeping work has been completed. 


52 Processing 


About a dozen packing companies market British Columbia can- 
ned salmon, but three or four account for the greater part of the packe 
Some of these operate more than one cannery, and there are a number of 
custom canneries, but the total number of canneries has declined great- 
ly (to 19 at present) since the First World War as the industry became 
more concentrated, and some canning firms have gone out of businesses 
There has been little change since 1950. The salmon canneries are high- 
ly specialized, although two or three operate on tuna, clams, oysters 
or herring for limited periods of time, during the closed season for 
salmon. 


The canneries try to maintain a continuous supply of salmon 
during the fishing season by purchasing on the fishing grounds, sending 
out packers from base camps along the coast to collect the fish and 
bring it in to the cannery. Peak supplies are handled by three-shift 
operation, if necessary, and surplus quantities of raw salmon may be 
held a short time in ice or refrigerated sea-water. 


Because of the relatively high incomes obtainable in alterna- 
tive occupations in British Columbia, the wage rates for plant labour 
are higher than on the Atlantic coast. Hourly rates for unskilled la- 
bour are around $1.25 for women and $1.50 for men, and monthly wages 
for semieskilled and skilled trades, $300 to $400 a month. These rates 
represent an increase of perhaps two-thirds over the 1949 level. 


The direct labour cost in canning, per case, has increased to 
a lesser extent » 10% to 20% « since 1949. This indicates a gain in 
labour productivity - largely, no doubt, through increased capital in- 
vestment and increased use of power per worker = although many of the 
major labour-saving technical innovations and improvements in canning 
processes (such as mechanical handling and beheading and cutting, re- 
torting, high temperature steam, and automatic closure of the cans) 
were developed and. put into use in earlier periods. 


Canneries have warehouse space for storage of current produce 
tion, and some companies have extensive storage facilities, but some of 
the pack is shipped to public warehouses serving major marketing areas. 
The cost of public storage for a year might amount to $2.50 a case 
(5¢/1b.), including insurance and interest on the invested capital, 
hence an attempt is made to clear carry-over stocks by the time the new 
pack comes on the market (except to the extent that some carry-over is 
necessary from heavy production years into lean years, to average out 
the market supply). 


Under the Canadian Meat and Canned Foods Act, each shipment 
of canned salmon, whether for export or domestic sale, must be inspected 
and a certificate of inspection issued before it passes from the control 
of the producer. Code marking on the cans must identify the species, 
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the date of canning, and the name of the packer, and the cases must 
show the same information. Canned salmon passing inspection as sound, 
firm, wellepacked and in good merchantable condition must bear the word 
"Canada't embossed on the top of the can. If a parcel of canned salmon 
does not qualify for a certificate, but is found by the laboratory to 
be sound, wholesome and fit for human food, before shipment of such a 
parcel or lot an additional cover embossed "Grade B" must be cemented 
over the end of each can on which "Canada" is embossed, and such "Grade 
Bt salmon may not be labelled "Fancy", "Choice" or "Standard" or any 
similar designation, Canners may use empty cans embossed "Grade B" in- 
stead of "Canada" for a pack which is expected to be passed by the labs 
oratory as "Grade B", 


The trade recognizes within the Grade "A" salmon further 
identifications of "Fancy" and "Standard" and occasionally "Choice", 
The lower end of "A" quality may be sold in some markets under minor 
labels. But the small firms seem to be at a disadvantage in the domes~ 
tic market in that the public generally associates the identification 
"Fancy" with the brand label. 


Further quality differences are recognized by the requirement 
that other forms of canned salmon be embossed, e.g., "Grade B Tips and 
Tails", "Grade B Minced Salmon", or such other designation as may be 
approved by the Department of Fisheries. The principal distinction, of 
course, is by species. Beyond this, there is certain market differenti-~ 
ation according to brand. 


British Columbia canneries processing fish or shellfish for 
export do not require a permit from the Minister of Fisheries as is the 
case in the Atlantic Provinces, but canneries are licensed by the Pro» 
vincial Government and sanitation and operating methods are subject to 
approval by Department of Fisheries inspectors. 


Salmon oil and meal are processed from the offal. Sixty-eight 
to 70 pounds of raw sockeye salmon are used to produce a standard 48=lb. 
case of canned sockeye, hence the scrap or offal represents about 22 
pounds out of 70 pounds, or 30% to 31% of the landed weight. The aver- 
age yield from a ton of salmon scrap is 340 pounds of meal and 18 gale 
lons of oil. Salmon offal (frozen) is used also for mink feed. In fish 
meal production it is commonly mixed with other fish offal. 


The periods of operation of the canneries is indicated fairly 
well by the monthly pattern of salmon landings. (See Appendix Table 
A2.) The volume of the pack is, of course, dependent upon the size of 
landings. 


Canned salmon is a grocery item like other canned products, 
and is handled in the same way and on the same terms, Sales are made to 
wholesalers and chain stores f.o.b. cannery or warehouse. The proces- 
sors! policy is designed to keep their branded products continuously bee 
fore the consumers’ eyes on retail shelves and the flow of the commodity 
into markets is adjusted to achieve that end. Efforts are made to ree 
tain export markets too, of course, by continuing sales. The large im- 
ports of Japanese canned salmon for the domestic market by British 


423 


Columbia canning companies during the three years (1956, 1957 and 1958), 
for instance, enabled the packers to continue export shipments of Cana- 
dian salmon to traditional customers. 


6. Distribution - to Retail 


Canned salmon is sold through agents or wholesalers, the brow 
kerage rate ranging from 23% to 5% or 6%. British Columbia Packers 
maintain their own sales offices in the larger marketing centres. Some 
of the other firms have exclusive arrangements with brokers, while the 
canning plants with small volume utilize the services of general food 
brokerages. A form of field warehousing now generally takes the place 
of consignment sales, agents being authorized to withdraw specified 
quantities from stocks held in their area. Sales to chain stores may 
be direct, or through wholesalers or agents. 


Quotations to wholesalers or chain stores are free-on-board 
plant or warehouse. Some firms give quantity discounts and occasionally 
special deals are given for promotion, new store openings, and the like. 
Most processors make co-operative advertising allowances to customers 
for approved advertising programs, but the amounts so spent are only a 
fractional percentage of the value of sales. 


Average monthly wholesale prices for canned sockeye, per case 
of 48 "halves", are shown for Vancouver, Toronto and Halifax for the 
years 1949 to 1958 in Table A of the Appendix. From 1953, the Vancou- 
ver prices were usually within a dollar or two of the Seattle wholesale 
price quotations for the same month.~ Differences between the Vancouver 
and Seattle wholesale quotations were often greater in earlier years. 


There is not much material available on processors! prices by 
which the wholesalers! markup can be measured. However, the following 
season opening prices for canned sockeye were quoted by canning compan- 
ies, standard case basis, on or about July 1 of each year, unless other- 
wise specified.? (See next page.) 


Comparison of these quotations for 96 "halves" with the Van- 
couver average wholesale prices (per case of 48 "halves"), doubled, and 
lagged two months, indicates a processor to wholesaler markup usually 
in the range of $2.00 to $3.00 a case, or 6% to 10% on the wholesale 
price. 


1 All imported Japanese tinned salmon had to meet Canadian inspection 
standards, of course. This salmon was sold under Canadian company 
labels, being designated also a "Product of Japan". 


2 Weekly quotations in the Seattle Daily Fishery Report, Market News 
Services, Bureau of the Commercial Fisheries, U.S. Department of the 
Interior. 


3 From the Salmon Basebook, Table 51, p. 110. 
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Price in Dollars per Case 
Year 96 "Halves" 48 "Tallis" 


1949 33.00 31.50 
1950 33.00 31.50 
1951 38.00 36.50 
1952 35.00 33.50 

(September ) 33.00 31.50 
1953 33.00% 31.50 

(November) 30.00 28.50 
195k 33.00° 31.50 
1955 34.200 32.50 

(August ) 38200 36.50 


a "Cloverleaf" brand stayed at a price of $33.00 until the spring of 
1954, then dropped to $31.00. 


b In September 1954, brands other than "Cloverleaf" were quoted at 
$32.00 per cases 


Since September, 1953, the "agreed" freight rate on canned 
fish from British Columbia to major distributing centres in Ontario and 
Quebec has been $2.00 per 100 pounds (minimum carload weight 60,000 
lb.). An agreed charge of $2.00 per 100 pounds from Vancouver or Prince 
Rupert to Winnipeg (30,000 1b. minimum weight) has also been in effect 
since February 27, 1956. A schedule of freight rates from British Cole 
umbia to various cities in eastern Canada, showing changes since 1949, 
is given in Table A6é of the Appendix. 


Over the past 10 years, freight costs have accounted, in gene 
eral, for a difference between Vancouver and Toronto or Halifax wholee 
sale prices of 1¢ to 13¢ per half-pound tin of salmon, Assuming a 
weight of 30 pounds for a case of 48 "halves" (a tare of 20%), the 
freight from Vancouver to Toronto or Montreal increased gradually from 
about 42¢ a case in 1949 to 66¢ in 1953, and has remained at about 60¢ 
since September, 1953. The freight from Vancouver to Halifax moved from 
47¢ to 74¢, approximately, and has remained at 68¢ a case after Septem« 
ber, 1953. 


As indicated previously, sales of canned sockeye salmon in 
Canada approximate 300 thousand cases or more than 14 million pounds a 
year, while an average of 162 thousand cases a year has been sold 
abroad. Of the very large 1958 pack of 1,079,155 cases of sockeye, 
presumably about 300 thousand cases would be held for the domestic mar-« 
ket and the remainder sold abroad = possibly rationed out over the 
1959/60 season, which was expected to be a light production year.t 
Some 550 thousand cases of sockeye were exported in 1958 » all but 7,000 
in the last half of the year. 


e british Co. 1a pack of canned sockeye salmon amounted to 
256,420 cases in 1959, 
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7. Retailing, Eating Places, and Consumption 


Markups on canned salmon would be expected to be smaller 
usually than those on fresh and frozen fish because its storage and 
handling costs are lower. Furthermore, it is a "non-perishable" groce 
ery item and its sales volume would generally exceed that of most fresh 
or frozen fish items, Retail sales costs are low on canned salmon also 
because little net advertising cost is incurred. The packers help to 
finance local advertising and point-of-sale promotions, and much of the 
advertising is, in fact, brand promotion that is national or at least 
regional in scope, paid for by the processors. 


Average monthly retail prices in Vancouver, Toronto and Hali- 
fax for canned sockeye, 1949 to 1958, are shown in Table Ai of the Ap- 
pendix. Comparison with the wholesale price quotations in the same 
table shows the retail markup to have been usually in the range of $1.20 
~ $1.60 per case of 96 "halves" from 1949 to 1952, inclusive, but much 
greater in later years ~ gradually increasing from $4.00 to $6.00. The 
percentage markup was about 4% in retail price in the first part of the 
period, and in the vicinity of 11% to 13% afterwards. (See Table A5 of 
the Appendix. ) 


The domestic disappearance in Canada of more than 14 million 
pounds of canned sockeye a year over the 10 years 19491958, represents 
an average consumption of a little less than one pound per person per 
yeare On the same basis, an average domestic disappearance of all spe- 
cies of canned Pacific salmon of 38 million pounds a year amounts to 
slightly more than 24 pounds per person. At that rate, canned salmon 
constitutes about one-fifth of the total annual per capita consumption 
of fish and shellfish in Canada, in terms of edible weight. The domes» 
tic sales of canned British Columbia salmon, all species, and sockeye 
separately, for the salmon packsyears (July l-June 30) from 1948/49 to 
1955/56 are given on a per person basis in Table 3. 


There is some indication that canned salmon constitutes a 
larger part of family fish purchases in interior cities than in coastal 
areas where fresh fish is readily available. Sample surveys of family 
expenditures in five Canadian cities carried out by the Dominion Bureau 
of Statistics in 1953 and 1955 indicated that, while the 4,500 families 
reporting in the two surveys spent on canned salmon about 35% of their 
total expenditures on fish and shellfish products, the proportion in the 
two surveys was 43% and 48%, respectively, in Toronto, and 38% and 45% 
in Winnipeg. Vancouver's figures were close to the fiveecity average of 
35%, while family purchases of canned salmon represented, in Montreal, 
26% and 31%, and in Halifax, 16% and 23%, of the total expenditures for 
fishe 


The large canning companies indicate that intensive national 
promotion campaigns have been successful in causing a marked increase in 


1 See "Urban Family Expenditures for Fish", Trade News, January, 1957, 
pe 18, Charts 3 and 4, Department of Fisheries of Canada, Ottawa. 
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TABLE 3. ANNUAL SALES PER PERSON IN CANADA OF BRITISH COLUMBIA 
CANNED SALMON, ALL SPECIES AND SOCKEYE,@ PACK-YEARS 


1948/49 TO 1955/ TO 1955/56. 


Year Sales in Canada per Person 
July 1-June 30 Sockeye All Pacific Salmon 
lb. aloe 
1948/49 1.0 28 
1949/50 0.7 Sirs 
1950/51 eal 3.0 
1951/52 1.0 ear 
1952/53 lel Pel 
1953/54 1.3 3.0 
1954/55 1.3 228 
1955/56 0.8 2ok 


a Derived from data supplied to the federal Department of Fisheries by 
the Fisheries Association of British Columbia. 


sales of canned salmon in Canada in specific years since the war, when 
dollar shortages prevented large-scale European buying coincident with 
heavy pack years. They appear also to believe that consumer demand is 
price-elastic (temporarily, at least) around the 29-30, 39=40 and 49= 
50 cent price levels, hence are concerned to maintain the retail price 
at 29, 39 or 49 cents, as the case may be. However, even if data on 
changes in sales volume following price changes were available, the 
evidence would not be conclusive as to demand-elasticity because of 
other varying factors such as promotion campaigns, seasonal changes in 
consumption, the changing prices of meats, and changing levels of in- 
COME » 


8. Measurement of the Price Spread, 1949-1958 


For sockeye salmon, the problem is simplified because it is 
nearly all canned, and the approximate raw material cost can be comput 
ed, therefore, on the basis of 69 pounds of sockeye, landed weight, to 
the standard 48-pound case of canned sockeye, using the annual average 
price realized by the fishermen (Table 2) applied from June 1 to May 31 
of the following year. 


This method of computing the fisherman-toeretail price spread 
takes no account of any part of the old pack that might be carried over 
and sold during the new production year. No account is taken either of 
the (comparatively small) value of salmon offal for the production of 
meal and oil, which could be considered either as a reduction in the 
raw material cost to the processor or as a contribution towards his can- 
ning costse 


Wholesale and retail prices (from data in Table A, of the Ap- 
pendix) and the appropriate raw material cost, all on the basis of the 
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CHART 1 
RAW MATERIAL COST AND AVERAGE MONTHLY WHOLESALE 


AND RETAIL PRICES AT VANCOUVER OF CANNED SOCKEYE 
59 SALMON PER CASE OF 96 HALFPOUND TINS, 1949 TO 1958. 


RETAIL PRICE VANCOUVER corey 


CASE OF 96 “HALVES” 
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standard 48=pound case, are plotted in Chart 1. These illustrate an in- 
creased wholesale-retail spread after the middle of 1953. 


The standard 48-pound case is the unit in general use through 
out the industry in tabulating production and sales of canned salmon. 
A different approach is to compute wholesale and retail price-equiva- 
lents to one pound of raw salmon as landed by the fishermen, as a basis 
for the computation of the fishermen's and the retailers! shares of the 
retail dollar spent in Vancouver for canned sockeye salmon. This was 
done, and the results appear in Table A5 in the Appendix. 


The fishermen's share of the retail dollar varied between 33% 
and 38% from the beginning of 1949 to the middle of 1951, and it has ree 
mained usually near to 40% since, except for some months in 1952/53 and 
again in 1955/56. The retailers! share of the retail dollar was about 
4% until 1953, and has moved between 9% and 12% with some wider variae 
tions since that time. Those percentages represent increasing absolute 
price spreads from 1954, because the retail price was generally rising 
during the last four years. 


The scanty data on packers! season-opening quotations indicate 
a wholesalers! margin of 6% to 10% on cost, or a slightly smaller per- 
centage of retail price. The retailers’ and wholesalers! margins to- 
gether seldom exceeded 20% of the retail price of canned sockeye, leav- 
ing a processors! margin close to the fishermen's share of 40% of the 
retail dollar. Judging by the (faulty) export value figures per case, 
the processors received a somewhat smaller markup on export sales, 


Data are most scanty on the price realized by the packer, cone 
sequently, the estimates of processors! and wholesalers! margins may be 
wide of the mark, At 1958 prices, a margin to the processor of 35% to 
10% of the retail price would be in the range of $16.50 to $19.00 a case. 


The wholesale and retail margins appear to be small, even with 
the increases apparent in recent years, Fishermen received large re- 
turns from the heavy sockeye catch of 1958, but the average annual net 
incomes of salmon fishermen may not be higher than the British Columbia 
average for equivalent skills. There is no doubt that some individual 
fishermen, through experience and skill or luck, reaped large returns in 
some years for their labour and capital. 


1 Unfortunately, exports are recorded officially in hundreds of pounds, 
shipping weight, while industry export and production figures are 
tabulated in numbers of cases for pack years instead of calendar 
years. Consequently, it is impossible to reconcile the two sets of 
data within 10% or 15% of variation. 
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APPENDIX TABLE Al 


QUANTITY AND VALUE OF BRITISH COLUMBIA SALMON LANDINGS, 
BY SPECIES, 1949 TO 1958 


Spring 
Salmon 
Coho and 
and Steelhead Total 

Year Sockeye Chum  Blueback Pink Trout All Species 
A, = Quantity in Thousands of Pounds 
1949 19,086 35,907 21,688 55,792 ~ 14,895 147,368 
1950 29,340 86,036 20,024 955542 013,958 184, 700 
1951 29,816 OS, A9 B82 2h 60,012 12,064 197,594 
1952 30,867 31,862 19,608 Bl, AAD ek 3 O79 146,965 
1953 855991 tedgue> F.21,105 61,512) Oh 535 186,914 
1954 1 OOl EB 67k, 399 4.18,929 25,134 he, (99 178,862 
1955 16,045 SulO,L 76 Ba2l, 558 63,106. O21, 549 131,01 
1956 21Gu97 Balt hel Dies, el7 28,936 Bb, 451 13,25 
1957 D5 AO Nethp eso sO ,OLE 56,968 11,361 131,898 
19582 (er pbsys SAPs alve, 21,658 92,746 Mek2;865 175,630 
Average 
194,9=58 31,849 45,414 © 22,058 47,140 12,986 159,447 
Be = Value in Thousands of Dollars 
1949 3,393 2,568 3,430 3,669 2,596 15,656 
1950 5905 9,000 ory Als! 25557 8) L6L 2h, 336 
1951 7,458 55999 6,632 5 6 Pees ji 28,396 
1952 tine ae 253h9 2,90h, 4,102 2,483 19,555 
1953 7,788 Byers 2,939 4509 2,830 21,848 
1954 10,398 5 5453 35133 1,996 25597 PEE et be) 
die bey 4, 003 1,799 hylh9 Se Oley, 25913 18,481 
1956 by 930 emo g olT 5,725 2,6lore 2, 772 21,356 
1957 y427 2,426 3,626 Diyo (le 3,032 18,885 
19584 20,181 3,463 5203 2,995 33955 Sey re) 


Average 


Ry ioese 77.720. 1,016 =helhh o- 3,915. 2,996 22,792 
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APPENDIX TABLE Al 
QUANTITY AND VALUE OF BRITISH COLUMBIA SALMON LANDINGS 
BY SPECIES, 1949 TO 1958 (Cont 'a.) 


ee UU UEEEEEIE URES SEER SEE EnnRESEISS-ESEREE 


Spring 
Salmon 
Coho and 
and Steelhead Total 


Year Sockeye Chum Blueback Pink Trout All Species 
C. = Average Value in Cents per Pound 


1949 17.8 72 15.8 6.6 174 10.6 
1950 201 10.5 18.5 ee 22.6 1302 
L951 250 9k 20.6 905 21.5 Lok 
1952 25.0 Tek 14.8 8.0 18.6 1363 
1953 22.0 6.9 139 73 19.5 i 
1954 2201 73 16.6 7.8 20.3 13.2 
1955 2hel 9.9 tS YS 8.9 Poe & 1A.1 
1956 276 gel 247 9.0 30.3 18.8 
LOST 28.2 8.9 17.6 9h 2607 Les 
19582 2706 98 24.0 9e2 31.0 20 4 
Average 

1949=58 24.0 89 18.6 8.3 233 1A. 


a Preliminary figures for 1958. 


Source: The Commercial Salmon Fisheries of British Columbia, Statisti- 
cal Basebook Series, No. 3, Table 5, pe 19; Economics Service, 
Department of Fisheries of Canada, Ottawa, 1958. Also, the 


Monthly Review of Canadian Fisheries Statistics and Fisheries 
Statistics of Canada, Dominion Bureau of Statistics. 


431 


APPENDIX TABLE A2 


VOLUME OF BRITISH COLUMBIA SALMON LANDINGS, SOCKEYE AND ALL 
SPECIES: AVERAGE FOR EACH MONTH, 1949 TO 1958 


(Thousands of Pounds) 


Wri ne De TSockoyen wi “ull g, ie oe y ald ‘Galion. 
January “ 14 
February e 2h 
March 2 7) 
April ~ : 6h 
May 26 13363 
June 958 hy 731 
July 16, 207 3h, 08 
August 9,698 54.5600 
September 4934 Day i22 
October 138 21,350 
November ; 3 5yeh2 


December ss 9 
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APPENDIX TABLE A3 
QUANTITY AND VALUE OF EXPORTS OF BRITISH COLUMBIA CANNED 
SALMON, BY SPECIES, 1949 TO 1958 
Pacific Total 
Year Sockeye Chum Coho Pink NOP.o All Species 
A, « Number of Cases (48-1b.) 


1949 69,611 223,727 79,867 397,697 20,79 791,696 
1950 76,429 238,853 64,908 237,095 15,552 632,837 
1951 Wako? ath lO9 932,911, Jl2;te9 13,268 616,776 
1952 Tg865. 191,503. ~~ 16,067 = 3335618 7,728 560,021 
1993 114,668 162,539 94,691 573,141 12, 284 eH PELs 
1954 374,931 408,848 49,653 487,498 25,070 1,346,000 
1955 1, 356 308, 52h “797,605 3555099 12,568 873 ,8h8 
1956 1575485 66,075 PO, as 3215059 9827 619,157 
1957 109,085. 56,252 ~ 75,106) 210,520 9,623 460, 586 
19582 552,686 106,685 88,420 418,849 10,398 1,177,038 
Average 

1949=58 162,458 198,012 64,586 364,'760 13,712 803,528 


B,. #» Value in Thousands of Dollars 


1949 Le (2909, eg loe de chs 09308) 195 L200 37he3 11,888.7 
1950 1, 98lel oS ti22eb. 3,219.0. 3,686.1 2381 10,246.4 
Loge 1542507 353994 79208 5562962 30325 11,550.6 
L952 2207 2,541 oh 27204 459940 89.26 8,140.1 
1953 29 140 5a dg GhOee: Ls (ieee 68505360 LO aetl, 1464406 
1954 LO 39 93 7eL D3 6D.selektoel 4678 23596426 
1955 BeOO le eg Ole) 5025s 0,02(65 PAN PND 16, 238.0 
1956 PCHRD MAO FSS ALY fen SPER Y Al) 199.9 14597808 
Lon 4084.6 999 eh 1,979¢9 4,018.4 186.2 11526825 
19582 19 2596S) hg Cede ytile2s s]guebes 164.4 30,6352 
Average 


194,9@58 5,163.5 2, bh be9 1,458.6 5848.2 240 63 15695565 
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APPENDIX TABLE A3 


QUANTITY AND VALUE OF EXPORTS OF BRITISH COLUMBIA CANNED 
SALMON, BY SPECIES, 1949 TO 1958 (Cont'd. 


Pacific Total 
Year Sockeye Chum Coho Pink N.O.P. All Species 
C. ~ Average Value in Dollars per Case 
LOLS 24.085 11397 19605 13.86 18.00 15.02 
1950 dy EoeCr 18.78 LB yoy) abe Pe as 16.19 
1951 32.07 15.88 2holb 18.03 22085 ‘Be73 
1952 30.78 13.07 16.93 14.96 1459 1.5 
1953 23290 11.97 18.41 14.05 13320 15.30 
1954 ete 12,08 20.00 14.72 18.66 17.80 
1o55 324k 13.49 ehh 16.94 heel, 18.58 
1956 Se Loe 3 28.69 1ig.2k 20.34 24.19 
Une ke) 37 ehh Vest. 26.36 19.09 IO. 25 2heh7 
19582 34.85 14.72 23.88 17697 ALS et 8 26.03 
Average 
1949=58 30.79 14.06 22326 16.34 17.24 19.08 


a Subject to revision. 


Source: Trade of Canada, Department of Trade and Commerce, Ottawa; 

1949 to 1956 data from Table 47 of The Commercial Salmon Fish- 
eries of British Columbia, Statistical Basebook Series, No. 3, 
Department of Fisheries of Canada, 1958. Trade of Canada re= 
ports quantities in hundredweights: to convert these to cases, 
a tare factor of 8% was adopted, producing a net weight 92% of 
the gross reported weight; the net weight was then divided ine 
to standard cases of 48 lb. net. 
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APPENDIX TABLE Ak 


AVERAGE WHOLESALE AND RETAIL PRICES OF CANNED SOCKEYE SALMON, 
GRADE A, BY MONTHS, IN SELECTED CANADIAN CITIES, 1949 TO 19588 


Wholesale Prices 


($/case of 48 
balb. "Flats") 


Retail Prices 


(¢/g-1b. 
"Flat") 


3."Flats") 


Period Vancouver Toronto Halifax Vancouver Toronto Halifax Vancouver 


LILI 


18.12 
18.08 
18.16 
18.02 
18.10 
1942 
19.75 
18.47 
18.12 
18.34 
18.75 
19.65 


20.25 
21.65 
22029 
22656 
22656 
22420 
19-86 
17096 
17.96 
18.17 
18.23 
18.59 


$79 9s Oo Pore ts a eS 


re or ee i ee | 


19217 
18.98 
18.86 
18.86 


39.0 
39.0 
39.0 
39 60 
390 
390 
39.0 
39.0 
39.0 
3920 
3920 
39.0 


39.0 
39.0 
39 00 
39.0 
39.0 
39.20 
39.0 
390 
390 
390 
3920 
390 


4009 
LOo7 
40.6 
40.6 
Ook 
41.0 
4205 
4203 
Alel 
hO9 
hel 
Alok 


421 
4206 
Aol 
4508 
4603 
eT 
16.0 
42.0 
LOok 
4002 
40.6 
41.0 


37 ehh 
37 ohh 
37 ohh 
327 ohh 
37 ohh 
37 hk 
327 ohh 
327 ohh 
37 ohh 
37 oh 
37 ohh 
37 ohh 


37 ohh 
37 ohh 
37 ohh 
37 ohh 
376 

37 ohh 
37 ohh 
37 ht 
27 ohh 
37 hd 
37 ohh 
37 ohh 


LL 
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APPENDIX TABLE A 


AVERAGE WHOLESALE AND RETAIL PRICES OF CANNED SOCKEY# SALMON, 
RADE A, BY MONTHS, IN SELECTED CANADIAN CITIES, 1949 TO 19584 


G 
(Cont'd. ) 


Wholesale Prices Retail Prices 

($/case 

($/case of 48 (¢/d=1be of 96 
Zelb. "Flats") "Flatt) d="Flats") 
Period Vancouver Toronto Halifax Vancouver Toronto Halifax Vancouver 

18.00 19.18 18.86 39.0 Lee 50.0 37 elk 

18,00 20.05 18.86 39.0 428 50.0 37 ohh 

18.00 20042 18.86 39.0 4302 50.0 37 ohh 

3 18,00 20.61 18.83 39.0 209 50.0 37 ehh 

18.00 20.61 - 18.83 39.0 h209 50.0 37 ahh 


18.00 19.96 18.83 39.0 Ahe2 - 37 ohh 
18.00 20,01 = 39.0 450 2 37 oh 
1995 20562, S82) o7h 45.0 450 ~ 43420 
1995 OSTEO 6 Te 4520 462 - 43620 
19.95 20675 PALA GLE: 45.0 4602 Snel 43.20 


19.95 2010 Grale 7h 450 46.3 - 43.20 
20.75 2070 SR21 67k 45.0 h6e2 Shek 4,320 
20.75 20210 ge2l,'75 E5<0 463 Shek 43420 
20375 20260. e921 581 45.0 46.3 ~ 43.20 
20275 20566. e281. 450 16.3 os 43620 


2051> 20.56 PAHS 45.0 4506 Lad 43.20 
ZOAUS 20.49 Po US 4520 4506 —_ 43620 
20615 20.40 21.80 45.0 A5eL —_ 43.20 


19645 19 eC aoe! 4500 4503 43420 
19.38 18.91, -20536 42.0 41 3 40.32 
19.38 Leite. opeO sk Ah 6O 422 A7e7 42e2h 
19.38 Let eel 659 42.0 40.6 46.5 40.32 
18.00 Lets es e9S 42.0 LOok 4,50 40.32 


18.00 17.71 18.98 415 LOL hl, 06 39 8h 
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APPENDIX TABLE A4 


AVERAGE WHOLESALE AND RETAIL PRICES OF CANNED SOCKEYE SALMON 


GRADE A, BY MONTHS, IN SELECTED CANADIAN CITIES, 1949 TO 19582 
(Cont'd. ) 


Wholesale Prices Retail Prices 
($/case 

($/case of 48 (¢/3=1b. of 96 

d-1b. "'Flats") "Flat") 3~""Flats') 
Period Vancouver Toronto Halifax Vancouver Toronto Halifax Vancouver 
1993 
Jane 18.00 nr. 7 19.16 Biveo 40.3 143.6 39 8h 
Febo 18.00 V7 eG zero 46 Alok hOol 43—2 39.67h 
Mar. Hf ys \® bards LOCO hOd 39.8 4326 39.226 
Apr 17.50 L716 18.98 409 39.6 43.6 39.26 
May 7 DO Wen. JO rao. 9S L009 SINE 4306 39226 
June H he 58) 17296 18.98 4009 3926 Khel 3926 
July 17650 17-96 18.98 LOed 3963 hhel 39.26 
Auge 17.50 U7 eG = elo .06 10.9 39.8 Ahel 39.226 
Sept. gh he 17.8h 19.06 40.9 39.48 LAO 3926 
Octo a lage" OS) 17.8h 19.06 39.9 39 08 L6 All 38 230 
Nove 16.18 17 e158 eLGe DO 39 oh 393 46e1 37-80 
Dece 16.18 ewes 18.50 B39 aL 39.0 nook 2 leole 
a5 
Jane 16.18 172 2629"18.50 oS Pa b 39.0 Lett 376 OL 
Feb. 16.18 Vieee is e30 Boel. 38.6 Lbek 3 ek 
Mare ose BPX OLS no inp e ts) Sree Boat Hook 37 ed 
Apr e ~ 17. 068er L635 39 el 38.7 Hi ok 37a Dk 
May 16.18 OO 18.06 38.8 38.8 Lede SHAAN 
June 16.32 Loe9GeerlSec2 38.8 38.7 4505 37629 
July 16.25 16.98 eae 38.8 38.6 4505 37629 
Auge L6.25 165908 18 636 38.8 38.8 4520 heae 
Septo 16.75 TS ele 19.26 3962 3942 ee 37263 
Octe 16.75 sO oe ely old 396 Shay, 46,0 38.02 
Nove A Lge We. De (le rer o ok 3906 40.2 46.0 38.02 


Dec. ng ars Of MG ATAL BS ae 8 39.6 40.3 458 38.02 
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APPENDIX TABLE A) 


AVERAGE WHOLESALE AND RETAIL PRICES OF CANNED SOCKEYE SALMON 
GRADE A, BY MONTHS, IN SELECTED CANADIAN CITIES, 1949 TO 19584 


(Cont'd. ) 


Wholesale Prices Retail Prices 
($/case 

($/case of 48 (¢/3=1b. of 96 

delb. "Flats'') "Flat™) 3="Flats") 
Period Vancouver Toronto Halifax Vancouver Toronto Halifax Vancouver 
DD 
Jano Wey 17.76 19.11 39.6 LO.2 458 BSeO2 
Feb. lg Aly 776 HOR L 39.6 4hO.2 ets) 38.02 
Mar. ake 8 6) U7e to Ome 39.6 40,2 eS 38.02 
Apr. 17.00 17. TOU OL eLt: 39.6 1062 62 38.02 
May Lies. 18.027) 019.31 40.0 Ue 2 L607 38.40 
June alee Sh £8502 929.31 40.0 40.2 4607 38.40 
July 17233 EG eo (U elope 0.5 40.2 46.7 38.88 
Auge 18.20 EO. SURO aoe 412 403 47.0 Bras) 
Sept. 18.87 20.98 22619 428 Li oiee. 49-3 41.09 
Oct. 20232 20.98 22019 47.0 46.2 50.9 Ee Le 
Nove 20.32 Ze OOU ete? 47.8 605 5069 4589 
Decs 20.32 21.00 22019 48.0 4609 51.0 46.08 
1956 
Jane 20402 21.08 22019 48.0 4703 dels 46.08 
Feb. 20.32 20.84 PPS) 48.0 A702 520k 46.08 
Mar. 20232 NB) OPPS) 47.8 47.0 Seri 45.89 
Apr. 20652 2146 22019 47.8 Tel Deel: : 45289 
May 20632 a WS 22019 Liao: 48.0 Dove 45.89 
June o- Piles O PRS 478 h8e2 Sysyoul 45289 
July - 21.07 22019 48.0 Heel Del 46.08 
Aug. . 20.40 Zl Cigpeccet? 478 48.1 530 4589 
Sept. 20.73 22.08 23036 48.0 LS oh B62 46.08 
Octe PAUROG| 22.15 23238 Lose 9,2 53.8 L723 
Nove 2147 21.99 23.38 95 LO ok jes Wlelde 
Dec. 21.47 Pe II ey 23008 49 od LY oh 5308 A7ed2 
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APPENDIX TABLE A4 


AVERAGE WHOLESALE AND RETAIL PRICES OF CANNED SOCKEYE SALMON, 


GRADE A, BY MONTHS, IN SELECTED CANADIAN CITIES, 1949 TO 19584 
(Cont ide) 


Wholesale Prices Retail Prices 
($/case 

($/case of 48 (¢/4=1b of 96 

d-lb. "Flats") ‘rat") 3-"Flats") 
Period Vancouver Toronto Halifax Vancouver Toronto Halifax Vancouver 
dew 
Jane 2147 21.99 23.38 4965 19.6 storys) Afeoe 
Febo 2Leh? 21.89 23.38 h9e5 49.5 54.0 752 
Mar. 21.47 oe iS SL Ly L907 bled 47423 
Apre aLelh7 Rle(s7*Vedene KS ok 4907 Sheol 46046 
May 21.40 CANS baa SPs o) L8eh 4907 Shek L646 
June 21/40 21.86 2338 4902 h9e7 Sheol 47623 
July Zhe 1 21.86" "¥2 3058 493 L9e7 Shel 47033 
Auge 21057 21.86 23458 A9eL h9e7 Shel 471k 
Sept Lleot 22206**5 23.38 HO el 4907 5hed 471k 
Octe 21eh7 22.06 23438 Gel L9e7 5.01 7 olk 
Nove Bhd Pe e0G 23:38 hB9 h9e7 Shed L6.9k 
Dece 2147 22.05¢8823.38 4809 493 5h eb 16094 
1958 
Jane 21.13 22,0189 22.79 48.9 h9e7 546 46.94 
Feb. 2113 Ol G2ha 22679 49.6 4967 py) 47062 
Mar. PAGS let weeee tS 4926 49.7 5403 47262 
Apr. 21. 20 eSP1 90s 22.79 14906 49.5 5308 47062 
May 21620 22.04 22019 506 Aol DDL 48.48 
June VAY) 21.94 EPS) 50.05 196 55.0 48.48 
July PN SPO) 21.94 22019 5Oe2 4902 bled 48.19 
Auge 21.420 DAO ER ORNL IRS 50.0 4962 5520 4.8 ¢00 
Septe 20.87 21,02 2260 SV ed. OL 5520 48.10 
OGits 20.20 PigOeYetZeec7 LOL 48.0 5d A7eolh 
Nove 20.20 PLL 22? PELAOB Owe he Bs bled Whee 
Dec. PEA AG) 21.263 DOSS: 49.8 79 Dies 47.81 


a The Commercial Salmon Fisheries of British Columbia, Statistical 
Basebook Series, No. 3, Department of Fisheries of Canada, Tables 
56 and 62; for years after 1956, the Monthly Review of Canadian Fish- 
eries Statistics, Dominion Bureau of Statistics. 
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First-of-month average retail prices reported by Dominion 
Bureau of Statistics in the Monthly Review of Canadian 
Fisheries Statistics. See Table A4 preceding. 


Assuming 69 lb. of raw sockeye are used per standard case 
of 96 "halves", the retail value equivalent to one pound of 
raw sockeye is obtained by multiplying the retail price of 
a half-pound tin by 38 

9 


Average wholesale prices for canned sockeye salmon reported 
in the Monthly Review of Canadian Fisheries Statistics are 
for 48 half-pound tins (oneehalf of a standard case). The 
wholesale value equivalent to one pound of raw sockeye is 
therefore obtained by multiplying the wholesale price by 
2.- Wholesale prices are mid-month quotations, consequent= 
69 . 

ly the equivalent wholesale value has been computed for a 
given month from the wholesale price quotation for the pre» 
ceding mid-month. In this way the retailers! margin (used 
to compute the retailers! share of retail value in Column 
(6)) is determined by deducting from the first~of-the-month 


- retail value (Colum (2)), the wholesale value (Column (3)) 


of the mid-month previous. 


Average landed value of sockeye (Table 2 above) applied 
over the pack year June to the following May. 


Landed value deducted from equivalent retail value for a 
pound of raw sockeye = Column (2) minus Column (4). 


ee (2) minus Colum (3)" as a percentage of Colum 
(2);5 & 


Column (4) as a percentage of Column (2). 
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PACIFIC HALIBUT 


A. The Raw Material 


The halibut belongs to the demersal or groundfish ("bottom 
feeding") group of fish species, although it occasionally rises to the 
surface in quest of food. Female halibut grow faster than males, ma- 
turing in eight to 16 years, and may live beyond 35 years and reach a 
length of more than eight feet and a weight, occasionally, of more than 
500 pounds. The males mature earlier and may reach, infrequently, an 
age of 25 years, a length of 44 feet, and a weight of 40 pounds. 


Being a relatively large fish, halibut can be handled indivi-e 
dually at a fast rate in unloading, packing and processing, but the 
final consumer would seldom be able to use a whole fish; it is marketed 
as fresh or frozen steaks, fillets or chunks, Fish under 10 pounds 
(Chix) and grey or damaged fish (No. 2s) bring a lower price per pound. 
After the fish are caught, quality depends upon rapid chilling or free- 
zing to arrest organic and bacterial deterioration of the flesh and 
upon care and cleanliness in handling and processing. 


B. Disposition of the Catch 


Landings of halibut in British Columbia in 1958 amounted to 
2327 million pounds, and a further 5.1 million pounds was landed by 
Canadian fishing vessels in United States and Alaskan ports, Total 
landings of Pacific halibut by both Canadian and United States vessels 
amounted to 65 million pounds. Accordingly, Canadian fishermen accounte 
ed for nearly 45% of the 1958 catch. 


During the 10-year period, 1949 to 1958, Canadian fishermen 
landed an average of close to 22 million pounds of halibut a year in 
British Columbia ports and almost 24 million pounds a year, including 
deliveries in Alaska and Washington. This was about 39% of the combined 
Canadian and American average catch of 61.5 million pounds a year. 
Landings of Pacific halibut by British Columbia fishermen have, in ree 
cent years, constituted 80% to 85% of the total Canadian halibut catch. 
Thus the Atlantic halibut landings are a relatively small part of the 
total. 


The British Columbia processors ship halibut chiefly in the 
fresh and frozen (headless) dressed forms and as frozen steaks, fillets 
and flitches. Over the six years, 1952 to 1957, about two-thirds of the 
halibut landed in British Columbia was sold by processors in the frozen 
dressed form, and about one-sixth as fresh dressed. Frozen halibut 


1 The Pacific halibut, Hippoglossus stenolepis, is distinguished from 
the Atlantic halibut, Hippoglossus hippoglossus, by certain scale 


characteristics that have given it its specific name. 


452 


*emeqio Sepeueg Jo setueysty Jo yuewyredeq feoTAreg soTwoUDDq e0uN0g 


*yoyeo UeTpeUe) OY} UO SeINSTy ueoTowy oy4 pue UeTpeUeD ey} USseMyeq SedDUSstJEeTTp [[Teus 
ore oldu} 7eUY PeATesgo eq TIIM II °tog *d 86S6T *Se Aaenuer Saequmy yooqzeez fueUieysTy OTJTOeG 


i 


6€ 1847 * T9 TIs‘€z GSLST C°LT GEL SE T66STe (8S"676T) 
esetoAy 
St 7€0'S9 0z0*6z G7 SS L°0% 706 °4 LOL‘ €z% 8S6T 
on 6S€ST9 qTL S72 ozz §z EcOT Elg%¢ ZG Sez LS6T 
BE G05 *L9 965 §Sz $70*Z Taye L90§S OTE S€z? 9661 
Be OTT *6S srt Sez 4G € SZ O°eT 696 < 6L9*6T GS6T 
6€ 90¢ § TL 9¢6 £Lz €oe*e 8°ST 486 °€ 002 £ Sz 4S6T 
cH 698°6S Bel §Sz T60*T Lat 199 °€ 798 *7¢ €S6T 
oul Eee fz9 6TL 72 e621 'T 8°9T G565€ est *¢ez 2561 
LE 8069S ozo § Te 29S O°LT 6z7S€ 7Te 60% TS6T 
c¢ CeeS uc 7388 *8T 20k €°0¢ LEB Se 788‘8T OS6T 
TE 990'SS 97h £3T 2689 G°ST SBL °c L66 SLT 676T 
(°aT (°aT (°aT (pues (°aT 
(%) puesnouy puesnoy 4) puesnoyuy *QaT/? -n0uy puesnouy4) 
Te,OL gO uvboTiswy UBTPEUED euTeA UsSwLteyst a s uTPUBT SI@0 
ezequeoleg se pue eseISAY 04 eNTeA 
sZuppus] uetpeue) ueTpeueg SP1og *S*h UT Syiog etqumyTog ystytag uy 


eSONIGNVT TVLOL SONIGNVI NVIGVYNVO 


ne 
STHSSAHA NYOTHAWY ONY NWIGYNVO Ad TVLOL GNV “SLYOd SHLVLS CHLINN NI CNY 
VIdHNIOD HSILTYd NI STHSSHA NVIGYNVO Ad 28S-676T “LNGITWH OTALOVd dO SONIGNVI °T WIdWL 


453 


fillets represented about 10% of landings. The production of frozen 
flitches and chunks, over the six years about half that of fillets, has 
been increasing, and in 1957 it equalled that of frozen fillets. Pro- 
cessors! output of frozen steaks represented only 3% of landings but, of 
course, the greater part of fresh or frozen dressed halibut becomes 
steaks at the wholesale or retail level.t 


Canadian exports of fresh and frozen dressed halibut over the 
nine years, 1950-58, amounted to an average of 13.1 million pounds a 
year, of which 9.8 million, or three-quarters, was frozen. (See Appendix 
Table Al.) Including exports of fillets adjusted to landed weight, the 
total exports might average about 15.4 million pounds a year (landed 
weight). This would represent about 63% of the 24.4 million pounds lan- 
ded by Canadian fishermen, including their landings in United States 
portse 


The domestic disappearance of halibut is computed as about &.5 
million pounds, landed weight, a year over the nine years, or close to 
35% of the total landings by Canadian fishermen, both in home ports and 
United States ports. 


C. Conditions of Production, Organization 
of the Fishery and Institutional Factors 


Halibut are caught with line-gear, for the most part in waters 
30 to 250 fathoms deep, but down to 600 fathoms. A few are caught by 
trollers. A large halibut boat might be 60 to 80 feet long, with a crew 
of six men, fishing about 60 skates or bundles of gear, each skate con- 
sisting of a ground line (long-line) to which the shorter lines bearing 
the hooks are attached. 


Halibut are found on the continental shelf from the Strait of 
Juan de Fuca to the Aleutian Islands. The principal fishing grounds are 
west of Vancouver Island and the Queen Charlotte Islands, in Hecate 
Strait, in Dixon Entrance and off the Alaskan coast. With the growth of 
the Canadian fleet of big modern long=liners, increasing quantities are 
being brought in from the Gulf of Alaska and the Bering Sea. 


Usually the areas of greatest concentration are heavily fish- 
ed; these are only a small part of the total area and the stocks are 
apparently replenished from the other parts. The all~time record trip 
by a North Pacific long-liner, for instance, was taken by the Silver 
Bounty in 1958 on the Horseshoe Ground in central Hecate Strait - among 
the most heavily fished of all halibut banks. The record fare, landed 
at Prince Rupert, was 153,000 pounds = two-thirds of it large halibut. 


1 Data on the manufactured products, here summarized, are from Table 3 
in the annual Fisheries Statistics of British Columbia, published by 
the Canadian Department of Fisheries in Vancouver. A flitch is merely 
a long fillet, being the side of a hog or of a halibut, as defined in 
the Oxford Dictionary. The British Columbia industry generally uses 
the term "fletch", probably as a corruption of the original term. 

The Pacific Fisherman (Portland, Oregon) uses "flitch". 
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Evidently, the Silver Bounty met a newly-arrived stock. 


Roughly two-thirds of the British Columbia halibut catch in 
recent years has been landed in the Prince Rupert-Butedale area; the 
proportion was higher - 75% to 80% = during the early '50's. The bal- 
ance was landed farther south, viz., at Namu, Vancouver, New Westmin- 
ster and Vancouver Island points.2 Upon occasion, when a glut occurs 
at Prince Rupert, some fish is brought down to Vancouver by packer 
boats. 


The catch of halibut is regulated by the International Paci- 
fic Halibut Commission; quotas are set for each area or subarea and 
the season is closed when the quota has been taken, Landings are 
heaviest in May and June when the season is open in Area 2 = from Wil~ 
lapa Bay off Washington State to Cape Spencer in Alaska. This is the 
area in which the British Columbia small boat or "mosquito" fleet opere 
ates. The season for 1958 in Area 2 opened on May 4 and closed on July 
2; a second season for Area 2 opened for seven days from August 31 to 
September 7. The season was extended in 1958 for Area 3 = all grounds 
west of Cape Spencer; in particular, vessels were able to fish west of 
the Shumagin Islands and in the Bering Sea during April and again in a 
late season until October 16 without quota. The 1958 regulations also 
opened to fishing the long-closed Area 1 "nursery grounds''.3 


The monthly pattern of British Columbia halibut landings is 
shown by the data in Table A3 of the Appendix. 


The first treaty for joint Canadian-United States regulation 
of the halibut fishery was negotiated in 1924, creating the Northern 
Pacific Halibut Commission. The treaty was revised in 1930, 1937 and 
1953; the 1953 convention changed the name of the regulatory body from 
"The International Fisheries Commission" to "The International Pacific 
Halibut Commission", 


An annual catch quota has been in effect since the beginning 
of regulation, and there has been an undeniable recovery of halibut 
stocks in the past 20 years. However, the part played by conservation 
measures in this recovery is the subject of debate; higher water tem 
peratures and a growth in recruitment resulting from the reduction in 
density of the stocks may have been important factors. 


The regulation of the catch has had among its effects the 
shortening of the fishing season and the building up of a high capital 
cost structure in the halibut fishery. Competition among fishermen for 


1 Pacific Fisherman, Yearbook Number, January 25, 1959, pe 202. A few 


days earlier, the Silver Viking landed 141,000 pounds from the 
Bering Sea. 


2 Pacific Fisherman, Yearbook Number, January 25, 1959, pe. 201. 


3 British Columbia Catch Statistics, 1958, Department of Fisheries of 
Canada, Pacific Area, p. 2. 
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a larger share of the quota has brought about a progressive increase in 
capital investment in more and better boats and gear, so that the quota 
is now taken in a few weeks of fishing, even with a voluntary arrange~ 
ment for an eight-day boat lay-up after each trip. The concentration 
of the catch into a few months has required also the provision of 
greater capacity in processing, storing and marketing halibut. In ade 
dition, a greater proportion of the catch must be sold in the frozen 
form rather than fresh, and there is inevitably some deterioration in 
the quality of frozen halibut stored for many months in order to pro- 
vide a supply over 12 months of the year. 


The fishermen are represented by a number of organizations, 
including the United Fishermen and Allied Workers Union, the Native 
Brotherhood of British Columbia, the Deep Sea Fishermen's Union of 
Prince Rupert, the Fishing Vessel Owners! Association of British Colum- 
bia, and the Fishing Vessel Owners! Association of Prince Rupert. The 
Vessel Owners! Associations and the fishing companies negotiate with 
the fishermens!' unions the share arrangements to apply to crews on the 
various types of halibut boats. 


The British Columbia fishermens' organizations in conferences 
with others representing Washington and Alaskan ports, agreed to adopt 
a schedule of lay-up rules for the Pacific coast. These were designed 
to obviate temporary gluts during the peak production periods with 
their adverse effects on the auction price levels = in effect, to pros 
duce a lengthening of the season. According to the rules adopted for 
1958, all halibut vessels were required to serve a lay-up time of eight 
days at home port or plant of sale following each trip. One or twoeman 
halibut boats delivering at camps, scows or packers were designated as 
"camp boats"; these could fish 12 days, then must tie up for eight 
days, and for the balance of the season must alternate 10 days! fishing 
and eight days' tie-up. To avoid hardship to salmon trollers, ice 
packer trollers were permitted to land 3,000 pounds of halibut at ports 
or plants in any trip or in any seveneday period without being subject 
to the eight-day lay-up. Standard travelling times between specified 
ports were laid down, and vessels travelling from their port of sale to 
home port after a trip had the standard time added to their eight-day 
lay-up period if their home port was nearer to the fishing grounds than 
the port of sale, or subtracted from their lay-up time if their home 
port was farther from the grounds, Halibut fishermen are required to 
contribute 50¢ per thousand pounds of halibut landed to the Halibut 
Curtailment Fund; on vessels owned by members of the Fisheries Associa» 
tion, the deduction is 40¢ per thousand pounds. 


Halibut vessels are insured against loss or damage, but the 
boat insurance does not cover loss of catch or of supplies, and loss of 
the catch or loss of the season is a considerable risk when the season 
is so short. Halibut trip insurance was started in Vancouver in 1950; 
currently, it is operated as the British Columbia Trip Insurance Pool, 
on a charge of 50¢ per $100 worth of fish for vessels fishing in Area 
3, and 40¢ per $100 in Area 2, covering loss of catch and supplies from 
burning, stranding, sinking, collision, and breakdowns of steering 
gear, propelling machinery, light-plant, gurdy or other machinery 
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connected with the fishing operations, Administration of the Pool is 
by a board of eight trustees - representatives of the United Fishermen 
and Allied Workers Union (3), the Vancouver Vessel Owners (2), the 
Prince Rupert Vessel Owners (1), the fishing companies (1), and the 
Deep Sea Fishermen's Union of Prince Rupert (1). 


The Prince Rupert Fishermen's Co-operative Association handles 
an important share (up to one-half) of the halibut landed at Prince 
Rupert. The Vancouver business of the Coeoperative is handled by the 
British Columbia Ice Company = including one-half to three-quarters of 
a million pounds of halibut, much of it from camps along the west coast 
of Vancouver Island. The Co-operative deducts 10% of the gross payments 
for fish landed, 5% going into share capital (which is now interest 
bearing) and 5% into the members' Special Loan Fund, bearing interest 
at 4%. A member can borrow from this Fund at 6%, or withdraw his share 
from it upon one year's notice. Occasionally the Co-operative Associae 
tion floats a special debenture issue for an increase in packer boat 
investment or additions to cold storage or plant facilities, The Asso» 
ciation does not finance fishermen now; this service is provided by 
their credit unions = e.ge, the Gulf and Fraser Fishermen's Credit 
Unione 


The Prince Rupert Co-operative puts up its own ice and bait, 
selling them at cost. It provides good unloading facilities and a good 
store service, A large sea-water chiller was installed on the dock 
about two years ago, in which landed fish can be kept at a temperature 
close to the freezing pointe 


The United States customs duty rate on fresh or frozen dressed 
halibut is $¢ a pound (under Tariff Para. 717a), and 13¢ on halibut 
fillets (Tariff Para. 717b). 


The Canadian Most-FavouredeNation tariff rate on halibut negow 
tiated under the General Agreement on Tariffs and Trade is 3¢ a pound 
(Tariff Item 116). Very little halibut is imported into Canada; land- 
ings by United States boats in Canadian ports are for the most part 
shipped in bond to the United States, 


Halibut boats come in many types and sizes; the new large 
boats are now adaptable for use in other fisheries, being equipped with 
a seine-table for use on salmon or herringe On others, a seine-table is 
mounted after the peak halibut season, for use in fishing the later 
salmon runs. The cost range for a new boat would be $70,000 to $100,000 
e the latter figure for a combination seiner-halibut boat of, say, 72 
feet. A string of halibut gear would cost up to $5,000 initially. A 
salmon seine net would cost up to $15,000; a herring seine, even more. 
The herring seine net is usually owned by a fishing company. 


The 1957 inventory of boats in British Columbia included 36 
long-liners averaging about 16 tons in size and $15,000 in value, 39 
seiner=long«liners averaging 29 tons and $37,400, and 40 longeliner- 
packers averaging about 33 tons and $28,400. The value of 10,014 skates 
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of gear was $460,000, or about $46 each.t 


Halibut gear would give about two seasons! wear at the maxie 
mum, but losses are sometimes heavy. Out of the equipment of 60 skates 
of gear, costing about $60 per skate, the value of seven or eight 
skates would be charged off to depreciation after each trip. This 
would be deducted from the gross or boat stock, then a boat share of 
20% would be deducted, leaving a net stock against which oil, fuel, 
food and other trip expenses would be charged. The remainder would be 
divided equally among the members of the crew. 


The share schedule to be applied to each type of boat is 
agreed between the Vessel Owners! Association, fishing companies and 
the fishermens' unions. The share schedule is variable according to 
species fished, e.ge, halibut, salmon, herring. A share schedule for 
herring applies only to members of the Cooperative ~ the other fishers» 
men operate in the herring fishery on a contract rate per ton. 


The number of fishing licences issued is not a satisfactory 
measure of the number of commercial fishermen because many licence 
holders may fish only a short time. However, 526 halibut fishing li- 
cences were issued in British Columbia in 1957 to fishermen holding 
only the one licence, and 92) to fishermen holding one or more licences 
for other fisheries. The figures for 1953, 1955 and 1957 are summarize 
ed in Table 2, following. 


D. Primary Marketing 


Halibut are gutted and iced on fishing vessels and at the 
dock. The heads are removed before weighing. 


The larger boats carry ice and can stay out for two weeks, if 
necessary, to complete their catch. The small two-man boats carry no 
ice and these deliver their catch to camps near the grounds, whence the 
fish are transported by packer boats to the buyer's wharf. 


The grades established by custom and applying to gutted head- 
off fish follow: 


Grade Description Proportion of Catch 
Chicken (Chix) 6 = 10 lb. 8 = 10% 
Medium 10 = 60 lb. 60 = 62% 
Large Over 60 lb. 2h = 28% 
No. 2 Greys or Culls 2=- 34% 


1 Fisheries Statistics of British Columbia, 1957, Department of Fish» 
eries in Vancouver, Tables 5 and 7. 
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TABLE 2. NUMBERS OF FISHERMEN LICENSED IN BRITISH COLUMBIA, 
1953, 1955 AND 19574 


1953 1955 1957 

Grand Total of Licensees 12,008 11,860 12,016 
One Licence Only 

Total 9, 84h 8,643 8,819 

Halibut 207 539 526 

Troll Salmon 3,446 2,861 5153 
Two Licences 

Total 1,904 2,552 2,556 

Gillnet Salmon and Halibut 209 383 7 

Troll Salmon and Halibut 7h 136 88 

Captain - Salmon and Halibut 28 a 64 

Assistant - Salmon and Halibut 28 267 2Ly 
Three or More Licences 

Total 260 665 641 

(Assistant - Salmon, 

(Assistant - Herring and Halibut 2 188 Ay 


a Data from Fisheries Statistics of British Columbia, 1957, Table 8. 


The greater part of the halibut not handled by the Co-opera- 
tive is sold at auction in the chief markets - Prince Rupert and Vancou- 
ver. "Hailing fares" reported by skippers by ship-to-shore telephone 
on the way into port are offered and sold at auction on the exchange be~ 
fore the trip arrives, so that the skipper receives notice in advance 
of where he is to dock to unload the fish. A seat on the exchange is 
necessary to take part in the bidding and eight or 10 buyers (fishing 
companies) are represented. 


United States ports provide an alternative market. Upon oc~ 
casion, for instance, skippers on the way to port have refused to accept 
the highest bid offered on the Vancouver exchange and have landed at 
Seattle for prices as much as seven or eight cents a pound higher. 


The Co-operative Association advances to its members 60% to 
70% of the market value on delivery. The final settlement comes on De~ 
cember 1 each year, on the basis of sales and sales prospects. The 
Co-operative provides other services to its members, such as ice and 
bait at cost; the saving on ice has been as much as $2.50 a ton. 


Halibut bought at the camps may bring the fishermen a cent or 
two less than the current exchange price, because of the cost of packing 
it in to Prince Rupert or Vancouver. Since camp halibut is usually 


1 Canadian halibut vessels landing in Seattle in 1958 were reported to 
have averaged 24.6¢ a pound. Pacific Fisherman, Yearbook, 1958, po 
2036 
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bought in the gutted head-on state, the price would also reflect the 
loss in weight that would be incurred in beheading it at the proces-~ 
sor's wharf, The weight loss in removing the head is about 124%, and 
the removal of slime and of ice from the poke represents a further 13% 
- i.e, the recovery rate is about 86%. The grade sizes for halibut 
sold "head-on" allow for the weight of the head, the size limits at 
each end of the medium grade being 113 pounds and 68 pounds respective- 
ly instead of the 10-pound and 60«pound limits used for headless dres= 
sed halibut as weighed in at the plants, 


The average value for each year of all Canadian halibut land- 
ings in British Columbia is shown in Table 1 above. The average value 
for 1958 was 20.7¢ a pound. These figures do not indicate the range of 
variation in prices during the season nor the variation between grades. 
The difference between the price of Medium halibut and the price of 
Chix appears to run around 5¢ to 7¢ a pound. The 1958 range of prices 
for Medium at Prince Rupert was from 17.2¢ to 23.3¢; for Chix 12¢ to 
16¢; the median prices were, therefore, about 20¢ and 14¢ respectively. 
The price of Large halibut was usually close to that of Medium ~ some~ 
times even lower - and the few quotations for No. 2s were about the 
same as those for Chix. 


E. Processing 


There are about 25 handlers, some being subsidiaries of lare 
ger companies. Halibut comprises 50% or more of the business of one- 
third of these. Two or three subsidiaries of United States companies 
operate in Prince Rupert only in the halibut season. Most halibut 
processors deal in other fish products as well, such as fresh and froz- 
en salmon, cod, and sole; several companies operate salmon canneries. 


There has been little change since 1949 in the number of 
plants processing halibut. There is evidence that, for some, growth or 
diversification has decreased the importance of halibut in their total 
output. Halibut requires little processing, for the most part, except 
freezing, and this has not changed, although there has been some ine 
crease in the amount of steaking, filleting and packaging done by the 
fishing companies, 


The introduction of chilled seaewater tanks as a better means 
of holding fish may help to spread peak processing loads over a longer 
period. This may be also an effect of the halibut lay-up scheme = ale 
though processors claim that, by reducing the supply of fish, it some~ 
times forces them to operate at low volume and high costs. The yearly 
catch does not vary widely and apparently there is sufficient freezing 
and storage capacity in existence to handle it over the six months of 
the fishing season.1 


1 There is talk about the need for increased cold storage capacity at 
Prince Rupert. 
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Freezing costs for dressed halibut are estimated to be about 
2¢ a pound. For the small amounts filleted, production costs of 8¢ per 
fillet-pound might be a generous estimate; one plant placed the direct 
labour cost per pound at 6¢. Because there is not much processing in- 
volved, plant wage rate increases and productivity changes over the 
1949=1958 period probably had minor effects on the margin required by 
halibut processors for profitable operation. 


Computation of the processors! costs must take account of the 
conversion rates from the landed weight to the weight of the various 
productse These are generally agreed to be 98% for frozen dressed hali- 
but and 59%-60% for frozen fillets or flitches. Estimates of the reco- 
very rate for steaks vary from 62%=64% up to 78%. 


Storage costs are important for halibut, because of the consi- 
derable part of the production that is held up to a year before final 
sale. Public cold storage costs would be in the vicinity of three- 
quarters of a cent for the first month and one-fifth to one-quarter of 
a cent per month thereafter. Some of the fishing companies store in 
their own warehouses at 20°F, below zero. 


Most of the halibut is shipped by the fishing companies in 
the headless dressed form; some outlets want large halibut, others 
small, Filleting operations usually use small halibut and some culls 
or No. 23, although larger fish may be used if the demand for fillets 
is strong at any particular time. Flitches are produced, four to a 
fish, from medium and large halibut in the 40- to 80-pound size range. 
The processors! output of packaged items, such as frozen steaks and 
fish-and-chip dinners is growing, but is still a small part of the total 
volume. 


Dressed halibut as a product is sold mainly on the basis of 
size. There is some brand differentiation of packaged items. 


F. Distribution - Processor to Retail 


Some of the larger fishing companies sell through exclusive 
brokers; the smaller ones are unable to provide the volume, variety or 
regularity of supply required by an exclusive agent. Brokerage rates 
are usually in the range of 23% to 5%, varying presumably according to 
the services provided by the agent and the competitive situation, type 
of product, etc. British Columbia Packers have their own sales offices 
in the chief Canadian and United States market centres (e.g., Toronto, 
Montreal, Halifax, Calgary, Edmonton, Saskatoon, Winnipeg, Chicago, New 
York, Los Angeles, and San Francisco), and sell through brokers in 
other areas. The Canadian Fishing Company sell in the United States 
through their parent company, the New England Fishing Company. The 
sales agency for the Prince Rupert Fishermen's Co-operative Association 
in Canada is the Fishermen's Co-operative Federation of Prince Rupert. 


1 See earlier discussion re proportional utilization of landings. 
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In the United States, Fishermen's Federation Incorporated sells for its 
parents, the Fishermen's Co-operative Federation of Prince Rupert and 
the Halibut Producers' Co-operative of Seattle. 


Sales are made to wholesale or chain stores f.o.b, British 
Columbia. Sales managers express a dislike for shipping on consignment, 
saying that it leaves their goods "out of position"; instead of con- 
Signment sales, an agent may be authorized to withdraw a specified 
amount from cold storage in his area. The bulk of sales are carload 
lots shipped on order. Some shipments (of fresh fish, for instance) 
are trucked to United States Pacific Coast centres. 


A considerable saving is possible in shipping via the new 


large 60,000-pound "reefer" cars, This is apparent in the following 
schedule of refrigerated carload freight rates from Vancouver: 


Rate in dollars per hundred pounds to: 


Size of Car Chicago Detroit New York; Boston 
30,000 1b. - 4.13 466 
36,000 1b. 2h 3025 380 
60,000 lb. 1.65 1.85 2025 


The tare is about 20% for fish packed in boxes, 10% if in 
fibreboard cartons. 


Carload express rates on halibut shipped from Vancouver to 
New York, Boston or Montreal are as follows: 


Carload Minimum (1b.) Rate/100 1b. ($) 


20,000 6.97 
22,000 6436 
21, ,000 5.89 
30 , 000 5.60 


As stated in an earlier part, the domestic disappearance of 
halibut is computed at about 35% of landings or &.5 million pounds a 
year over the past nine years. More precise figures than this 
"residual" estimate cannot be obtained because halibut fillets and 
flitches are not segregated in the export statistics; flitches are, in 
fact, included with dressed halibut when they should more properly be 
included with fillets, Also data on prices received by the fishing 
companies for dressed halibut are not available as a series. Conse= 
quently, comparison with wholesale price series to determine the pro- 
cessors! and wholesalers! markups cannot be carried out. 


The official (Dominion Bureau of Statistics) mid-month 
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wholesale price averages for frozen halibut in Vancouver and Toronto 
are listed in Appendix Table A4. The current transportation cost from 
Vancouver to Toronto is, by carload freight, about 3¢ a pound and by 
express, about 6¢. Consequently, the Toronto wholesale price should 
reflect this cost in comparison with the Vancouver price. The differ- 
ence between the two quotations was 10¢ or 12¢ during 1958 and, in 
fact, over the past eight years; it was 7¢ to 9¢ in 1950. 


The United States official average wholesale price of fresh 
or frozen halibut is also listed in Table A4. This is not closely com- 
parable with either the Vancouver or Toronto wholesale price series, 
being an average for the United States for fresh as well as frozen hal- 
ibute 


The Toronto price series and the United States average whole- 
sale price are contained in Appendix Table AX. A gradual decline in 
the wholesale prices from 1951 to 1955 is apparent, followed by increase 
ing prices through 1956, and a comparatively stable price, coupled with 
a& somewhat wider wholesaleeretail price spread, from the middle of 1957. 
This wider spread was chiefly the result of a 4¢ drop in the wholesale 
price during the first part of 1957. The retail price of fresh halibut 
steaks showed a more or less continuous up-trend, but this series is 
suspect, particularly because the monthly quotations are continuous, 
and not far above the price of frozen steaks, until late 1954. Fresh 
Pacific halibut would not be available in Toronto over 12 months of the 
year; fresh Atlantic halibut could have been included in the sampling 
by mistake, since Halifax halibut does not wear the Nova Scotia tartan 
in the retail store, but a more likely explanation is that frozen dres-e 
sed Pacific halibut became fresh halibut steaks at the retail level ~ 
a type of metamorphosis not unfamiliar to the fish marketing trade in 
the paste 


Ge Retail Distribution 


Halibut is generally the fish used in fish-and-chip stores 
and it is also a common item on restaurant menus. These uses may have 
made their influence felt on processors as a rising demand for fillets 
and flitches and portion packs. Retailers may do some filleting, but 
the frozen consumer packs are turned out mainly by the fishing compa- 
nies. Much of the steaking is done in retail establishments; conse- 
quently, much of the costs involved would come out of the retail margin. 


There is conflicting evidence concerning the recovery rate in 
steaking; one industry source placed the rate at 62% to 64%; other fi- 
gures are as high as 78%, The rate to be used in computing the whole- 
sale«=to-retail margin and the fishermen's share of the retail dollar 
spent for halibut steaks has been set arbitrarily at 75%. 


On the basis of Toronto prices, retailers gradually increased 
their markup on frozen halibut steaks from 15% to 20% of selling price 
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in the early '50's to 30% to 36% in 1955 (when the retail price was 
lowest). During late 1956 and early 1957, the markup was below 25%, 
but it hovered in the vicinity of 30% thereafter. The absolute margin 
was much less changeable, the percentage markup figures being affected 
by correlated movements up or down of both wholesale and retail prices. 


Consumption is computed as a residual figure: production 
minus changes in stocks minus exports. Incomplete data on stocks and 
exports relating to fillets prevent a close estimate of yearly consump- 
tion. Over the nine years 1950-58, average domestic disappearance was 
of the order of 83 million pounds in terms of landed weight. (See 
Section B.) Using the June, 1954, population figure for Canada of 15.2 
million persons (1954 was the median year), consumption of halibut was 
less than three-fifths of a pound (0.56 1b.) per person a year. In 
terms of edible weight (say, 60% of landed weight), the average is much 
smaller - about a third of a pound per person. 


Although little is known about consumer behaviour regarding 
fish in general, or halibut in particular, it is hard to believe that 
the current methods of marketing halibut are unrelated to the demand for 
the product. Halibut that has been in frozen storage for months - par- 
ticularly if the temperature has not been maintained well below zero 
Fahrenheit = tends to become dessicated and discoloured. Even so, the 
halibut evidently retains enough of its original high quality to sell at 
prices above those obtainable for other groundfish species. 


It may be that a considerable part of the halibut marketed 
goes to the restaurant trade. Surveys of wholesale and retail fish mare 
keting in central Canadian cities made by the Department of Fisheries 
some 10 years ago indicated that as much as 40% of wholesale fish sales 
may be made to hotels, restaurants and institutions. It is likely that 
halibut, because of its use in restaurant menus and in fish-and-chip 
dinners, would represent a high proportion of fish sales to such oute~ 
lets. It is likely, too, that frozen halibut going into restaurants is 
not subject to defrosting before delivery and may, therefore, reach the 
consumer's plate in better condition than much that is sold through re-~ 
tail stores. 


H. Measurement of the Price Spread 


Five-pound cellophane wrapped packs of halibut fillets sold 
for 58¢ to 60¢ at wholesale in Toronto in 1958, according to White Fish 
Company's price lists. For the first half of 1958, at least, this would 
have been halibut caught in 1957, at an average landed cost of 16.3¢ a 
pound, With a recovery rate of 59% in filleting, the landed price would 
represent a raw material cost of 274¢ per fillet-pound. However, assum= 
ing that Chicken or No. 2 halibut were filleted, at a landed cost of 
about 12¢, the raw material cost of fillets would be about 20¢ a pound. 
Assuming processing costs of 9¢ or 10¢ a pound and transportation costs 
Vancouver to Toronto of 6¢, there would remain 23¢ to 25¢, or 40% on the 
wholesale price, for division between processor and wholesalere 
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The major part of the halibut sold at retail would be in the 
form of steaks, and here there is uncertainty as to the validity of a 
75% recovery rate. Be that as it may, the fishermen's price and the 
wholesaleeretail margin have been computed as shares of the retail dol- 
lar and the results appear in Appendix Table A5. The average landed 
price for the year is used from May to the following April in compari- 
son with monthly retail values (the latter obtained by multiplying the 
Toronto retail price for steaks by 75/100 to determine the retail value 
equivalent per pound of halibut as landed by the fishermen). 


The Toronto price would include a transportation cost of 3¢ 
a pound (6¢ for express) on dressed halibut - which would become 4¢ (to 
&8¢) per pound of steaks. There would be also a progressively increas- 
ing storage cost attached to sales from the beginning of the production 
year. Presumably the transportation costs and some part of the storage 
costs are added at wholesale and retail levels. 


From Table A5, the fishermen's share of the retail dollar 
spent for halibut steaks has varied usually between 30% and 40%, and 
was about 38% during the last half of 1958. Retailers! margins were 
around the 30% level in 1958, up to 36.7% in 1955, and as low as 15% in 
the early '50's. 
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APPENDIX TABLE Al, CANADIAN EXPORTS OF FRESH AND FROZEN 
DRESSED PACIFIC HALIBUT, 1950 TO 1958 


Quantity (thousand lb.) Value ($ thousand) 


Total Total 
Fresh Frozen Fresh and Fresh Frozen Fresh and 
Calendar Dressed Dressed Frozen Dressed Dressed Frozen 
Year Halibut Halibut Dressed Halibut Halibut Dressed 
1950 Aap i 7,666 9,859 605 2,295 2,900 
1951 2,354 $022) “= 10,376 516 2,346 2,862 
1952 2 yee 9,770 t259U5 623 23 (97 3420 
1953 25007 9,484 125071 511 29D12 3,083 
1954 kh 26s? £31,290 LES Mieiy, 80h, 3,088 Boe 
1955 3,466 10,961 14,427 51 25416 Pats key | 
1956 crept 8,876 12,427 858 Pela) BS hoa 
Loy oo ou LOsSrS 136927 692 2,908 3,600 
1958 5,264 11,203 16,467 1,173 3,309 hy 482 
Average, 
1950#58 Be 508, 9,763 tS 702 2, (OL 3,403 


Source: Trade of Canada, D.B.S., Department of Trade and Commerce, 


Ottawa. 
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APPENDIX TABLE A2. COLD STORAGE HOLDINGS OF PACIFIC HALIBUT 
IN CANADA, YEAR-END, 1949 TO 1958 


(Thousands of Pounds) 


Year Ending 
Dec. 31 Dressed Fillets Steaks 

1949 5 ghd - = 
1950 5,783 “ e 
1951 6,988 = sf 
1952 6,582 940 19 
1953 8,556 1,267 2h, 
195k, 9,067 1,047 32 
1955 5,704 756 38 
1956 9,815 1,000 53 
1957 6,574 1,587 50 
1958 725k 1,200 5h 


a Combined stocks of dressed halibut, fillets and steaks, 


b Preliminary figures. 


Source: Cold Storage Holdings of Fish, D.B.S., Department of Trade and 
Commerce, Ottawa (monthly) e 
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LOBSTERS 


1. The Raw Material 


The crustacean Homarus americanus or American lobster is much 
like its freshewater relative, the crayfish. The upper part of the 
body is protected by a hard shell or carapace. Attached to the under- 
side of the body are many appendages, including four pairs of walking 
legs, a pair of large claws for capturing food, five pairs of mouth 
parts serving to hold the food, a pair of small feelers in which the 
sense of smell resides, the two long feelers concerned with touch, a 
pair of swimmerets projecting from each of the five tail segments, and 
the tail fan on the last segment. The colour varies from greenish=—blue 
to reddish-brown, generally with greenish-black spots on the carapace, 
The lobster is red only after it has been boiled. 


The lobster lives and scavenges for food on the bottom in 
depths from one to 20 fathoms. Small live fish may be captured, but 
the usual food consists of dead fish and such fixed or slowemoving ani-~ 
mals as shellfish and worms, Feeding and growth are slower in cold 
water, Maturity is reached at about five years of age and a length of 
eight or nine inches in warm waters. The lobster grows by "moulting" 
or shedding its shell. After maturity, the female grows more slowly 
than the male, because females may moult one year and lay eggs the next, 
and cannot moult again until the eggs are hatched 11 or 12 months after 
they are laid. 


The eggs when laid are covered with a sticky cement which 
hardens and holds them firmly attached to the female in a pocket formed 
by the curve of the tail. An eight-inch female carries about 5,000 
eggs, while one of 16 inches carries about 60,000. The taking of such 
egg-bearing or "berried" lobsters has been illegal in Canada since 1873. 


Lobsters must be kept alive up to the time when they are 
boiled, in the home or restaurant or processing plant, but they will 
live for long periods after removal from the water if the temperature 
is kept low. Fresh water is lethal to lobsters, hence they must be 
kept from direct contact with melting ice during shipment. Lobsters 
awaiting shipment are usually held in the seawater of the harbour in 
"floats"; the crates containing 110 to 120 pounds of lobsters are tied 
to a line to hold them together, floating barely submerged in the water, 
Sudden heavy rains may cover the harbour with a layer of fresh water, 
and this may kill many lobsters in the floats if the crates are not 
weighted down to sink them to the bottom, 


A good deal of individual handling of the lobsters by the 
fishermen is necessary, and the claws have to be banded or plugged if 
the lobsters are to be shipped alive, to keep them from killing or main~ 
ing one another in the crate. Much hand labour is required in produce 
ing fresh or frozen or canned lobster meat, because of the work of 
removing the meat from the shell, claws and legs after the lobsters are 
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boiled. This work can be passed on to the consumer if the lobsters are 
sold alive or fresh-boiled, but the cost of shipment alive is increased 
by the care required to maintain the lobsters in a healthy state and by 
the loss on dead lobsters. 


Lobster is a superior food in the economic sense, limited in 
supply and selling at prices of sometimes several dollars a pound in 
terms of edible weight. Weak, maimed or smaller-sized lobsters are 
bought usually at a lower price for processing into lobster meat - can- 
ned or chilled or frozen. The greater part of the fresh and frozen 
(and perhaps even of the canned) lobster is served in restaurant meals. 


Quality in lobsters is a matter of care in processing and in 
transporting live lobsters to market, since weak lobsters sell at a 
lower price at the end of the journey. For instance, during the 1953 
season, Newfoundland lobsters delivered in Gloucester, Massachusetts, 
brought prices as shown for three grade classifications: 


Grade Price Range (Cents/Lb. ) 


Select 45 = 52 
Cull 35 = 42 
Weak ahite 132 


On the mainland in that year, market size lobsters (those 
about a pound or more in weight) brought 40¢ to 45¢ a pound over much 
of the summer season, and canners (those of legal size, but less than a 
pound) about 10¢ less. Maimed lobsters would go to the cannery. Cana- 
dian regulations forbid the canning of weak or dead lobsters. Lobsters 
dead when they reach market are worse than a total loss; they are not 
only worthless, but transportation charges have been incurred on them. 


2. Disposition of the Catch 


The Canadian lobster catch reached a peak of nearly 52 million 
pounds in 1956, with a value to the fishermen of $18 million. Over the 
10 years 1949-58, the average annual landings figure was 45.4 million 
pounds, and the average value $14.3 million, The annual catch data for 
the Atlantic Coast provinces are given in Table l. 


An approximate idea of the disposition of the lobster catch in 
the various provinces may be obtained from the annually published pro- 
duct figures.l The data for 1956 with accompanying percentage figures 
are given in Table 2. 


A greater proportion of the lobster catch in the Gulf of St. 
Lawrence is canned or processed into fresh or frozen meat because the 


lobsters grow more slowly there, the legal size limits are lower and, 
consequently, more are of the smaller "canner" size, in comparison with 


I From DeB.S., Fisheries Statistics of Canada, Table 3. 


Year 


1949 
1950 
L952: 
1952 
1999 
1954 
193 
1956 
Le 
1958 


1949 
1950 
295 
1952 
NEE: 
1954 
1955 
1956 
1957 
1958 


TABLE 1. 


Canadian 

Atlantic 
Coast 
Total> 


38, 206 
hy, 686 
45,573 
dy 133 
16,397 
46,675 
48,569 
51,960 
dds 438 
13,106 


10,201 
187 
12, 206 
13,232 
15,718 
15,558 
16,470 
18,023 
14,501 
15,287 
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ANNUAL CANADIAN LANDINGS AND LANDED VALUES 
OF LOBSTERS, BY PROVINCES, 1949 TO 19582 


Newfoundland? 


A. 


Be 


Prince 
Edward 
Island 


Nova 
Scotia 


New 
Brunswick 


Quantity in Thousands of Pounds 


5,035 
5,051 
438 
3,709 
byg4s77 
5, 2h2 
5 509 
1, 82k 
4,197 
1,696 


Value in Thousands of Dollars 


6,843 
9,098 
8,342 
8,375 
6,998 
7,358 
8,329 
9,701 
8, 534 
7,970 


1,421 
1,963 
e702 
1,849 
1,998 
1,977 
2, 32h 
2,726 
2,456 
ei Calnt 


19,891 
21,978 
24,278 
23,065 
23,646 
23, 248 
22,945 
22,250 
18,169 
17,825 


6,217 
7,031 
7,476 
8,016 
8,917 
8,902 
9,06 
9,268 
6,819 
7,301 


95399 
11,332 
10,565 
10,379 

8,630 

8,023 

9,039 
11,532 
10,450 

9,956 


2,146 
2,640 
2,505 
2,822 
2,816 
2,590 
2,931 
3,718 
3, 1h 
3,371 


Quebec 


2,073 
2,278 
2,388 
2,314 
2,646 
2,804 
2,747 
3,653 
3,088 
2,659 


418 
503 
523 
545 
839 
758 
738 
1,019 
94,2 
832 
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TABLE 1. ANNUAL CANADIAN LANDINGS AND LANDED VALUES 
OF LOBSTERS, BY PROVINCES, 1949 TO 1958¢ (Cont'd. ) 
Canadian 
Atlantic Prince 
Coast Edward Nova New 
Year Total? Newfoundland Island Scotia Brunswick Quebec 
C. Average Value in Cents per Pound 
19L9 2667 » 20.8 les 2268 20.1 
1950 2lee am 21.6 32.0 233 22el 
1951 2668 ~ 20-4 30.8 nat 21.9 
1952 30.0 ° 22e1 34.8 2702 235 
1953 33.9 2507 2605 37a 3246 3lek 
1954 33.3 25 ek 269 38 3 3263 2720 
1955 339 2567 2709 39-3 3204 26.9 
1956 3he7 26.8 2861 41.7 3202 2709 
1957 5260 27el 28.8 aed 30.1 30.5 
1958 352 271 365 41.0 3309 3123 
a Data from D.B.S., Fisheries Statistics of Canada, 1957. Preliminary 


figures for 1958 from D.B.S., 
Statistics (revised to the end of November, 1958). 


Monthly Review of Canadian Fisheries 


Figures may not 


add to totals because of rounding.e 


b Newfoundland landings not included in the totals for the four years 
194 9~ 526 
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TABLE 2. LOBSTER PRODUCTS, 1956 


Provinces In Shell Meat Canned 
thousand thousand cases 
lb.) 1b.) 

Nova Scotia 18,520 60 Tie ai 10,069 17 
Prince Edward Island 1,908 6 woe 5 PLY (8): amy | 
New Brunswick 8,983 29 1, 90k) ..69 17,664 29 
Quebec Ter 199, 7 6,666 12 

Totals 30,832 100 2,764 100 59,908 100 


a Canned lobster is reported in standard cases of 36 pounds (96 six= 


ounce tins or the equivalent). In addition, there were reported for 
1956, 2,251 18=pound cases of lobster tomalley (96 x 3 oz.) and 
5,736 cases of lobster paste (presumably 36-lb. cases). 


the catch in the warmer waters of western Nova Scotia and the Bay of 
Fundy. Furthermore, the bulk of the catch is obtained in the summer 
months when landed prices = i.ee., the raw material costs in processing 
« are lowest of the year, Two of the three large Maritime frozen meat 
processors are located in northern New Brunswick. 


For a number of reasons, however, the production and disposi-~ 
tion statistics for lobsters may be subject to quite a wide margin of 
error. Because live lobsters may pass through many hands before being 
processed or marketed at home or abroad, it is difficult to eliminate 
double or triple counting from the statistics. Also, it may be that 
some fresh and frozen meat production is reported as canned, since the 
same types of tins are used for the three products. Furthermore, be- 
cause of illegal fishing, a considerable quantity of undersized and 
outeof-season lobsters may be canned and enter the production and ex» 
port statistics without having been recorded as landings. 


Finally, it is impossible to reconcile production and export 
statistics with landings figures because of inaccuracies in any convere 
sion factor used to determine the live weight equivalent of lobster 
meat and canned lobster. The recovery rate for meat from live lobsters 
varies quite widely according to the condition of the lobsters, For 
instance, a low yield would be obtained in the moulting period; the 
lobster fills out his new (soft) shell with water, which is later re- 
placed by meat as the lobster grows to fill the shell. The yield of 
cooked meat from 100 pounds of live lobsters might vary within the 
range of 20 to 30 pounds; using a factor of 4.25 to 4.35 in converting 
meat to live weight represents a yield of about 23%. To obtain a fivee 
ounce drained weight of canned lobster, 6-1/8 ounces of cooked meat 
(removed from the shell after the lobsters are boiled) are placed in 


the "six-ounce™ can before it is sealed and retorted at 2400F. In proe 


cessing frozen meat, 12 ounces of cooked meat packed in the tin yield 
11-3/8 ounces net of frozen meat after freezing. At 6-1/8 ounces of 
meat per can, 588 ounces, or 362 pounds, would be required per standard 
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case of 96 six-ounce tins of canned lobster, and this might require 
from 110 to 185 pounds of live lobsters. An average figure of 156 to 
160 pounds per case is consistent with the previously mentioned conver-~ 
sion factor of 4225 to 4.35 pounds live weight per pound of meat. 


The Canadian lobster export statistics are shown in Table 3. 
Practically all lobster exports went to the United States in the 10 
years 1949 to 1958. The annual export of fresh or frozen lobster meat 
increased steadily to more than three million pounds at the end of the 
period, while the volume of canned lobster fell almost by one-half to 
about a million pounds yearly in the last six years. 


TABLE 3. QUANTITY AND VALUE OF ANNUAL CANADIAN EXPORTS OF 
LOBSTERS AND LOBSTER PRODUCTS, 1949 TO 19584 


Lobsters Fresh or Lobsters Fresh or 
Alive or Frozen Alive or Frozen 
Fresh—- Lobster Canned Fresh- Lobster Canned 
Year Boiled Meat Lobster Boiled Meat Lobster 
A. Quantity in Thousands B. Value in Thousands 
of Pounds of Dollars 
1949 20,109 1,199 1,649 8,594 eee Peep: 
1950 21,634 1,478 2,010 9,621 1,912 2,906 
1951 Pa eG ie 6, 1,816 1,475 95437 2,362 2,2L4 
1952 cee the Papo Fs 1,450 105915 3,169 25202 
Ab) 20,571 25300 Alig 737) 3,814 1,967 
1954 20,874 Pe py 998 9,967 3,730 1,921 
ug5> pew la 82) Syy ley) 948 a BAO 5,506 1,843 
1956 PleoeT As gee TSO5i 12,048 4,798 2,073 
LAS oN 21,417 35170 1,012 11, 226 5,188 2,063 
1958 18,971 oe le 918 10, 289 5,300 dls aya f 


a Monthly Review of Canadian Fisheries Statistics or Trade of Canada, 
Dominion Bureau of Statistics, Department of Trade and Commerce, 


Ottawa. 


The export trade data might be expected to indicate fairly 
well the proportions of the different lobster products going to market, 
because the domestic lobster market is comparatively small.l The pro- 
portions for five recent years of the principal products exported, in 
terms of their live weight equivalents, are indicated in Table 4. 


1 It is assumed that exports are reported in terms of net weight. As 


an indication of the possible statistical error we have mentioned 
before, exports of fresh and frozen lobster meat, at about three 
million pounds a year since 1955, were in excess of the reported pro- 
duction for 1956 (in Table 2). 
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TABLE 4. PRODUCT DISTRIBUTION, LIVE WEIGHT EQUIVALENT, OF 
CANADIAN LOBSTER EXPORTS, 1954 TO 1958 


Average 
Annual Live 
Exports Weight Product 
Product 1954@58 Equivalent Distribution 
(thousand Cuan (%) 
1b.) lb.) 
Alive or Fresh and Frozen 
Boiled 20,940 20,940 55 
Meat 3,076 dye Cue 34 
Canned 985 41862 ie 
Total 38 , 200 100 


a Live weight equivalent obtained by using a factor of 4.25 times pro- 
duct weight of fresh, frozen and canned lobster meat. 


The average Canadian landings of lobsters were 46.9 million 
pounds a year for the period 1954-58. Average exports, live weight 
equivalent, of 38.2 million pounds were, accordingly, 81.5% of landings. 
The average domestic disappearance was some 8.7 million pounds a year, 
or about one-half pound (one-eighth of a pound in edible weight) per 
head of population. 


3. Location and Conditions of Production 


Lobsters are caught by traps baited with fresh or salted here 
ring or other kinds of fish. A line of traps consists of 10 to 20 
traps fastened about 10 fathoms apart to a long rope anchored and buoy- 
ed at both ends. The fishermen haul the line each day when weather 
permits, hauling up the traps in turn, emptying and re-baiting them and 
dropping them back to the bottom. The Maritime lobster fisherman 
usually uses an open boat about 30 feet long, powered with an automo- 
bile engine, frequently with a power take-off from the engine to haul 
the line. He may fish 100 to 300 traps, but with the larger numbers, 
would probably have a son or relative or a hired man in the boat to 
assist him. Smaller enterprises - for instance, in Newfoundland « 
might consist of one man fishing up to 40 or 50 traps from a rowboat or 


dory ° 


The American lobster is found only on the Atlantic Coast of 
North America, from North Carolina to southern Labrador. It is most 
abundant on the coasts of Maine and the Maritime Provinces and on the 
south and west coasts of Newfoundland. The gradual warming of the At- 
lantic Coast waters is thought to be a partial cause of the increase in 
landings since the early 1940's, and if water temperatures begin to de~ 
cline, as predicted, after 1960, there may be some decrease in yield on 
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the more northern fishing grounds, at least. 


The lobster fishery is intensive, taking perhaps two-thirds 
of the legal-sized stock each yearol Maintenance of even the present 
level of landings is dependent upon effective management of the fishery, 
to limit off-season poaching and the taking of undersized and "berried" 
lobsters, Closed seasons of varying times and lengths have been estab- 
lished in the different fishing districts, more or less to coincide 
with the periods when moulting occurs (when the water is warmer and 
growth more rapid), or with the winter months in northern areas where 
ice and winter weather prevent fishing. The fishing season lasts from 
10 to 12 weeks (starting April 20) in Newfoundland, about 10 weeks 
(from May 1, 10, or 20) in Quebec and the Magdalen Islands, and through 
the months of May and June for northern and eastern Prince Edward 
Island. The season is open from August 10 to October 5 for New Brunse 
wick and Prince Edward Island fishermen in the western part of Northum- 
berland Strait. The only winter lobster fishery is in the Bay of Fundy 
and southwestern Nova Scotia, from Digby to as far east as Halifax, 


The seasonal nature of the lobster catch is indicated in 
Table 5, which presents the five-year average landings and landed val- 
ues for each month of the year, by provinces, 1954 to 1958. About 60% 
of the Canadian lobster catch is obtained in the two months of May and 
June. Landings are heavy also in August and September (from Northumber- 
land Strait) and in December (western Nova Scotia). Government regula+ 
tion of the lobster fishery is necessary to prevent over-exploitation 
of the stocks; without public control, the tendency is for such a com 
mon property resource, with a relatively high market value, to be rav- 
aged to the point of extinction, because no individual can reap directly 
the benefits of his own conservation measures or abstinence, According- 
ly, the lobster fishing seasons are carefully regulated and minimum 
legal size limits have been established in each district. Closed 
season poaching and the taking of undersized and berried lobsters have 
not been entirely suppressed, but conservation measures have been more 
successful where the fishermen have come to see that the government re- 
gulations are in their own interest. 


Fishermen in some communities have acted together to limit 
the number of traps each fisherman may use and even to prevent new fish» 
ermen from coming in, but a general effect of the season restrictions 
with unrestricted entry into the fishery has been a multiplication of 
boats and gear, with many fishermen competing to. get a share of the 
scant supply in the short fishing season allowed. The usual result is 
that lobster fishermen get good returns during the first week or two of 
fishing, but greatly diminished catches during the rest of the open 
seasone 


The excess gear represents an increased capital cost to the 
industry, and a lower catch per unit of effort means increased unit 


operating costs, Capital losses from storm damage are correspondingly 


1 The Commercial Fisheries of Canada, Royal Commission on Canada's 
Economic Prospects, ppe 2he25o 
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TABLE 5, FIVE-YEAR AVERAGE LANDINGS AND LANDED VALUES 
OF LOBSTERS FOR EACH MONTH, 1954 TO 1958, 
CANADIAN ATLANTIC COAST, BY PROVINCES. 

Canadian 

Atlantic Prince 

Coast Nova New Edward 
Month Total Scotia Brunswick Island ebec Newfoundland 

A. Average Landings in Thousands of Pounds 

Jane 1,225 1,141 8h - o = 
Feb. 1,05 31> 30 ~ ~ ~ 
Mar. 621 606 15 - os « 
Apr. 25d Li 93L Be o ~ 194 
May 16,241 gel. 1,980 1,073 1,460 1,609 
June 11,712 4313 1,418 2, 56k, 15519 2,098 
July 1,721 614, 5 22 242 838 
Auge 3,64 236 25439 969 - ~ 
Sept. 3,037 126 Asan 686 - - 
Oct. 642 65 4.66 111 - - 
Nove eu 58 673 o - - 
Dece 4585 4,258 327 = ~ - 


B, Average Value of Landings in Thousands of Dollars 
Jane 638 597 Al 


Febe 231 213 18 - ~ - 
Apr. 1,074 1,008 18 ~ - 48 
May 1,707 2,230 581 1,082 398 416 
June 3,620 1,446 L459 758 4,00 DDL 
July 54,0 233 2 7 sf 225 
Auge Let 27, fhe) 754 294, - - 
Sept. 957 eg 702 213 ~ = 
Oct. 219 32 152 B35 e - 
Nove 292 30 262 7 - - 


496 


TABLE 5, FIVE-YEAR AVERAGE LANDINGS AND LANDED VALUES 


OF LOBSTERS FOR EACH MONTH, 1954 TO 1958 
CANADIAN ATLANTIC COAST, BY PROVINCES, (Cont 'd.) 


Canadian 

Atlantic Prince 

Coast Nova New Edward 
Month Total Scotia Brunswick Island Quebec Newfoundland 

C. Average Value in Cents per Pound 

Jane rab UY S| 48.8 - ~ = 
Febo 5720 56.8 596 7~ 7 ~- 
Mare 60.4 60.4 60.0 - ~ - 
Apr. 4928 See 5403 i oe 2he8 
May 29.0 Bl 63 2943 26.6 Ailes 2509 
June 309 33.08) 3204 29.6 30.3 2646 
July Siualh 3709 Aves: 30.0 BOee 26.9 
Auge 30.9 ees! 3009 30.3 - - 
Septe 3h65 3368 Sieo SHUG, = - 
Oct. 3helL 48.8 aan 3104 = = 
Nove 39.9 Sled 38.9 be - - 
Dece 46.3 L6o4 Ah e3 bd - - 
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increased; more traps are smashed, and the fishermen's lines, set close 
together, become entangled and the gear sometimes buried in silt beyond 
hope of recoverye 


Costs in the lobster fishery are, therefore, much higher than 
they would be if the annual volume of landings were taken with fewer 
boats fishing more or less the year around, or as the weather and bio- 
logical conditions permitted. However, lobster fishing is to some ex= 
tent complementary to other fishing and farming activities. To the 
extent that this is so, a somewhat larger entry of fishermen and fishe 
ing capital into the lobster fishery may be justified beyond the optie 
mum suggested by the economics of the fishery by itself. 


Even in summer, occasional Atlantic storms take a heavy toll 
of lobster traps and lines, Not only must the fisherman replace lost 
gear, but before he is able to do so, he may lose valuable fishing time 
during the short open season. In 1953, the federal Department of Fish 
eries instituted a scheme to insure lobster traps, calling for a preme 
ium of 73¢ a trap in areas with a fishing season of less than 90 days, 
and 15¢ a trap where the season was 90 days or more. The indemnity was 
set at $1.50 per trap for losses in excess of 25% of the total number 
being fished. Wooden traps have an average life of four or five years, 
so the "25% deductible" clause was included to allow for normal wear 
and tear. Later adjustments provided for an indemity and premium 
varying according to the average value of the fisherman's traps and the 
length of the season. Currently, the premiums range from 5¢ to 22¢ per 
trap for the short season, and 10¢ to 35¢ for the long season, the 
coverage ranging from 90¢ to $3.75 per trape The actual cost of traps 
with the requisite rope lines might amount to more than double these 
figurese 


Only a small part of the total number of lobster fishermen 
make use of the plan, although participation may be nearly complete 
among fishermen whose losses are consistently heavy because of their 
location or season of fishing. During the fiscal year ending March 31, 
1958, the premium income received under the plan for the entire Atlan- 
tic Coast was nearly $18,000, while the claims paid for damaged traps 
came to over $61,000; for fiscal year 1958/59, net premiums were more 
than $25,000 and indemities paid more than $96,000. The cumulative 
total of premium income from the inception of the plan in 1953 to the 
end of March, 1959, was more than $97,000; of claims paid, nearly 
$301,000. 


4, Sale by Fishermen 


Lobsters are sorted into canning and market sizes, usually 
by the fishermen on the boat or at the wharf, and the claws are corked 
unless the lobsters are to be processed immediately. The live lobsters 
are put into crates, which are fastened to a line and left floating 
submerged in the water if they are not immediately hauled to market by 
boat or truck. Delivery is made by the fishermen to the cannery wharf 
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or to the buyer or co-operative agent on the wharf. In some areas, 
such as western Newfoundland, fishermen may ship through a pool, deli-~- 
vering their catch to the pool agent at some central point and receiv- 
ing payment, less handling and transportation costs, pro rata, after 
the shipment has been marketed. 


Grading at the wharf is a comparatively simple procedure, 
The fisherman has a small rule to use in measuring from the rear of 
either eye socket to the rear of the body shell, to ensure that the lob- 
ster is of the minimum legal size or larger (23, 22, 3, or 3+3/16 inche 
es, according to the district). The smaller lobsters = those less than 
about a pound in weight - are sold to meat processors. Shipments are 
inspected and graded again upon arrival at market and these grades, of 
course, directly determine the returns that will be realized by the 
fishermen in a pool or cowoperative. Independent buyers on the wharf 
assume the risk of downgrading or loss on market.deliveries, and pre- 
sumably, the price they offer to fishermen is lower on that account. 


In outright sale to a processor or exporter or buying agent, 
the fisherman receives full settlement, less any deductions for gear, 
gasoline, or other supplies obtained on credit from the buyer. Co-# 
operatives make an initial advance to the fisherman when he delivers 
his catch, and a final settlement at the end of the season, when all 
lobsters have been sold. The pronounced seasonal variation in the pri- 
ces received by the fishermen is apparent from Table 5 C., average unit 
values being lowest during the summer period of heavy landings and 
highest in the winter when the supply is light. 


The lobster market is competitive, with many buyers and with 
publicity given daily to prices in the principal markets, such as Bose 
ton and New York. Fishermen in more remote areas, particularly those 
who are forced to ship on consignment, may be in a less favourable po- 
sition. The fisherman may also face fewer buyers for his "canner" 
grade lobsters, but prices for these usually vary up and down with the 
price of "market" lobsters, and the local cannery may have to compete 
with buyers for other processors who are ready to truck their lobsters 
from the point of sale, 


d« Processing 


Annual returns for 1956 to the Dominion Bureau of Statistics 
were submitted by 188 lobster processors in the Canadian Atlantic pro- 
vinces. Some 166, or 88% of them, sold lobsters in the shell, but it 
is likely that many of them were merely selling boiled lobsters; lobe 
sters sold in the shell would not have been processed, strictly speak- 
ing, unless they had been boiled, whether or not chilled or frozen, bee 
fore sale. However, some might have been selling live lobsters in 
conjunction with the processing of one or more products, such as boiled 
lobster, fresh or frozen, lobster meat, and canned lobster. The nume 
bers by provinces were as follows: 
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TABLE 6, CANADIAN ATLANTIC LOBSTER PROCESSORS, 1956 


Total Number Selling Lobster 

Province Number In the Shell Meat Canned 
Newfoundland 10 10 ~ - 
Quebec 10 9 7) 4 
Prince Edward Island 30 22 9 23 
Nova Scotia 89 8h 7 1, 
New Brunswick 9 AL 26 26 

Total 188 166 Ly 70 


There is a small Newfoundland pack of canned lobster, probably 
from small family canning plants. The annual pack estimates for recent 
years are 300 to 600 cases. 


A lobster canning plant does not represent a very large capi- 
tal investment; the equipment required is essentially a boiler, a can 
sealing machine, and one or two retorts capable of maintaining the tin- 
ned meat at 240°F. for the required time. Consequently, entry into 
this type of processing is relatively easy. A dealer in live lobsters 
might find it advantageous to process maimed, weak, or undersized lobe 
sters that could not be shipped alive, or that could be shipped only at 
a considerable risk of loss. A cannery utilizes liver, roe, and bits 
of meat from the legs and other edible parts to produce canned lobster 
paste or lobster tomalley. The lobster processor might also pack fruit, 
vegetables and fish products in season. 


There are few plants packing frozen lobster meat, because 
freezers and frozen storage capacity require a relatively heavy invest- 
ment. The three largest frozen lobster processors are E.P. Melansson 
at Cocagne, New Brunswick, E. Paturel Ltd. at Shediac, New Brunswick, 
and Maritime Packers at Pictou, Nova Scotia. There are a few smaller 
operators; some make use of custom freezing and public cold storage fae 
cilities. A great deal of lobster meat is sold fresh (not frozen) and 
this does not require expensive, specialized machinery in the process 
inge 


Lobster processing is necessarily geared to the peak capacity 
requirements and a short season. Some processors lengthen their oper- 
ating season by use of holding tanks, through which seawater is pumped. 
Conley's Lobster Ltd. at St. Andrews, New Brunswick, have improved on 
this idea still further, with a lobster pound capable of holding a mile 
lion pounds of live lobsters at Deer Island, sheltered on the inside of 
the bay facing St. Andrews. For ready availability, some lobsters are 
held in tanks at the Conley plant. Conley's principal business is the 
year-around shipment of live lobsters; their meat freezing and canning 
are done by E, Paturel Ltd. at Shediac. 


Lobster processors use local workers, many of them women, 
whose manual dexterity is an asset in removing the boiled meat from the 
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shell and packing it in tins. Much hand labour is required, but the 
prevailing wage rates for women are low in many areas, and the labour 
cost is small in comparison with the high value of the product. 


Probably the improvement of facilities for the production and 
distribution of fresh and frozen lobster meat has constituted the prin- 
cipal advance during the past decade. The more important improvements 
in canning techniques were made in an earlier period. Lobster poaching 
gives some small "backwoods" canneries the advantage of cheap lobsters, 
purchased at perhaps less than half of the usual market price. 


It is not apparent that the lobster industry has become much 
more concentrated during the past 10 years, Packing lobster meat is 
still a hand operation, which cannot be replaced by automatic machinery. 
Consequently, any economies of scale in lobster canning would be small. 
Because of the large investment required, the larger plants control 
most of the production of frozen lobster meat, and there may be some 
advantage to larger firms in the flexibility and complementarity 
achieved in carrying out different types of processing, as well as some 
economies in marketing. 


Canned lobster requires only dry storage like most grocery 
items. Fresh and frozen lobster products require low temperature stor# 
age and transportation, and a more rapid turnover because of their 
limited shelf life. 


Products, other than live lobster, are boiled lobsters in the 
shell, chilled and frozen meat, lobster tomalley, and lobster paste, 
"In the preparation and canning of tomalley, only the liver (green), 
roe, meat from the legs, thumbs and body, and other edible parts of the 
lobster that are fresh, clean, and sound, shall be used."1 Lobster 
paste is made from the same ingredients as tomalley, with the addition 
of spices and artificial colouring, and may contain filler not exceed= 
ing 2% by weight of the finished product.2 


Canned lobster is packed in three sizes of cans: three, six, 
and 12-ounce sizes containing, respectively, 24, five, or 10 ounces 
drained weight of lobster meat, The standard case of canned lobster is 
one of 96 six-ounce tins, or the equivalent. Much of the fresh and 
frozen meat is packaged in the 12-ounce tin, but larger and smaller 
packs are also produced. 


Lobster canneries must have a permit to operate, issued after 
federal Department of Fisheries inspectors have certified that certain 
minimum standards are met in respect to construction and equipment of 
the cannery and operating methods and sanitation, A processor of fresh 
or frozen lobster meat must comply with the sanitary requirements pre 
scribed by the Meat and Canned Foods Act and the regulations, and is 


1 Meat and Canned Foods Act « Canned Fish and Shellfish and Canne 
Inspection Regulations, SOR/54-694, Section 19(6). 


2 Ibid., Section 19(7). 
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subject to daily inspection to ensure that the requirements are carried 
oute 


Standards for four grades of canned lobster are set out in the 
regulations,! the first three being "Extra Fancy Quality", "Fancy 
Quality", and "Standard Quality". All parcels or lots of canned lobster 
falling below Standard Quality, but found to be wholesome and fit for 
human food are designated "Sub-Standard" and so labelled. The size of 
sample by the fish inspection laboratory, necessary to establish these 
grades, is laid down in the regulations, and "Government Inspected" la- 
bels showing the grade so established can then be used on each can in 
the lot. 


Average values of the principal products f.o.b. plant are 
shown in Table 7. Proximity to United States markets and higher winter 
prices are the principal explanations for the higher average values obe 
tained in Nova Scotia and New Brunswick for lobsters marketed in the 
shell. Average values for fresh and frozen lobster meat were in the vi- 
cinity of $1.60 a pound, and were, of course, greatly influenced by New 
Brunswick's production, which amounted to 70% of the total over the five 
years 1952 to 1956, and 80% in 1957. The average f.o.b. values of more 
than $65.00 per standard case of canned lobster represent gross values 
of about $1.78 a pound for the meat, canning cost included. 


TABLE 7. AVERAGE VALUES AT PLANT OF LOBSTER PRODUCTS, QUEBEC 
AND THE MARITIME PROVINCES, 1952856 AND 19574 


In Shell Meat Canned 
Province a22f 1952-56 1957 -1952—56 1957. 1952-56 
¢ bs Lbs case 
Nova Scotia A7el 45.8 2,02 1.63 64022 65.00 
Prince Edward 
Island 33.6 BS 3 1.60 64,200 66.75 
New Brunswick PAS 4] 49 e2 Lo SA 1.59 65.00 64.01 
Quebec 41.0 Bo aD 1.96 1.96 7h65 64621 
Maritimes 
and Quebee 44,0 L6e1 1658 1.62 65.36 6543 


a Computed from quantity and value data in D.B.S., Fisheries Statistics 
of Canada, 1957, Table 3. 


Among the provinces there were, undoubtedly, considerable dif- 
ferences in the raw material cost in processing, arising out of the 
varying production conditions and market requirements. Some United 
States markets (for example, the state of New Hampshire) require fresh 


1 Op. cit., Section 7h. 
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or frozen lobster meat to be processed from "market" sized lobsters. 

At times and places, the price paid for "canners" may be as high as 
that for "market" lobsters, and in some areas where the minimum legal 
size is three or 3~3/16 inches carapace measurement, the lobsters land- 
ed may be nearly all "markets". Lower summer prices are, of course, a 
major factor in processing costs = accounting for the concentration of 
processing in the northern areas of the Maritimes. 


6. Distribution - to Wholesale, Hotels and Restaurants 


Canadian dealers and processors sell to wholesalers and 
through brokers in the United States and Canada. Some shipments are 
made directly to hotels and restaurants without the intermediary ser- 
vices of a broker or wholesaler. Canned lobster is sold like other 
canned goods to wholesalers, or directly to chain stores. Some restau-= 
rants in central Canada order live lobsters from Boston, claiming that 
Canadian suppliers cannot, or will not, assure quick and scheduled de- 
livery. 


The chief markets for lobsters are in the large cities. 
Montreal and Toronto probably account for the greater part of Canadian 
consumption. Western cities have to meet high transportation costs 
from the Atlantic seaboard. 


The Canadian customs tariff rates on lobster products are as 


follows: 
Tariff Item Tariff Rates 
— BP EN 
128 Lobsters, fresh Free Free 25% 
128a Lobsters, prepared or preserved 173% 223% 30% 


Lobsters and lobster meat, canned or not canned, are admitted 
free of duty into the United States under U.S. Tariff Paragraph No. 
L751 


Live lobsters are valuable enough to bear the cost of air 
freight, particularly when speedy delivery is required, or when air 
transport reduces considerably the risk of loss. Efforts have been 
made with some success to develop packaging that will admit air to the 
lobsters and keep them moist without direct contact with fresh water, 
while keeping gross weight to a minimum. Recently, air shipments to 
Europe have been made using dry wood shavings as packing material. 


A special commodity rate on Trans-Canada Airlines brings lob- 
sters from Stephenville, Newfoundland, to St. John, New Brunswick, at 
$550 per cwt. (100 pounds minimum) or to Toronto at $10.50 per cwt. 
General air cargo rates apply from Maritime centres, e.g., from St. 
John, New Brunswick, to Montreal, $4.70 per cwt., and to Toronto, $8.00 
per cwt. 
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Following are examples of railway express rates on less-than- 
carload shipments of lobsters and lobster products, effective from July 
Bip. BIST: 


LOBSTERS «= LIVE OR COOKED (NOT IN GLASS OR SEALED CANS) 


(In Cents per 100 Pounds) 


From 

Sire Andrews, Nebs Halifax, NoSe 

St. John, NBe Digby, NeSe Yarmouth, N.S. 
TO Rate Rate Rate 
Montreal 315 34,5 375 
Ottawa 370 400 14,30 
Toronto 495 Doo 555 
Windsor 600 = ee 
Quebec = = 315 


(Rates from St. John, New Brunswick, and Halifax, Nova Scotia, are 
mostly competitive rates, which do not apply from, to, or between ine 
termediate points.) 


SPECIAL LOCAL TARIFF RATES ON LOBSTER MEAT IN CANEX 
CONTAINERS (IN CENTS, FOR CONTAINER CONTAINING NOT 
MORE THAN 105 LB. NET WEIGHT OF LOBSTER MEAT). 


FROM 
Shediac, NB. 

In Glass or Not in Glass 

Sealed Cans or Sealed Cans 
TO 
Quebec, P.Q. 765 660 
Montreal 850 725 
Toronto or Hamilton 1,255 1,050 
Sarnia, Ont. 1,360 1,130 
Windsor, Onte 1,390 1,150 
Fort William, Ont. 2,055 1,675 
Winnipeg, Man. 2,190 1,780 


Assuming a weight of about 40 pounds per standard case of can= 


ned lobster, the first-quoted rates above represent a transportation 
cost of $1.25 to $1.50 per case from Maritime centres to Montreal. 


Wholesale and retail price series are available only for can- 
ned lobster, Fancy Quality. Unweighted year averages of the monthly 


82479—33 
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quotations are given in Table 8 following. In some years in which sub- 
stantial price changes took place, the unweighted averages give an un- 
satisfactory picture of the wholesale-retail spread because of lags in 
the adjustment of retail prices to changing wholesale prices. 


TABLE 8. UNWEIGHTED YEAR AVERAGES OF MONTHLY WHOLESALE 
AND RETAIL PRICES OF CANNED LOBSTER, FANCY GRADE, 


IN MONTREAL AND TORONTO, 1949 TO 19584. 


(Case = 48 x 5~oz. and Tin = 5~0z.) 


Montreal Toronto 

Year Wholesale Retail Wholesale Retail 

case ¢/tin ¢/tin ¢/tin ¢/tin) 
1949 32637 67 eh M19 66.6 7203 
1950 S2e91 6807 The2 66.4 abate 
dle hol 32.9 6805 The7 Ciel 738 
1952 34032 15 76.0 69.6 Thok 
day pops 33045 88.2 88.7 86.3 86.2 
1954 38.09 19 03 9205 1.8 8743 
L955 33.70 70.2 82,8 7X50 80.6 
1956 36653 (ioral 87.6 TT eh 8ho3 
1957 37479 1867 893 TI ok 88.7 
1958 10.65 8ho7 9hoT 86.6 9hel 


a Computed from mid-month wholesale prices and first-of-month retail 


prices published in D.B.S., Monthly Review of Canadian Fisheries 
Statistics. 


The Montreal wholesale price may be compared with the average 
values at plant of $65.36 and $65.43 shown in Table 7. The 1957 avere 
age price in Montreal ($37.79-doubled) represents a price of $75.58 for 
a standard case of 96 five-ounce tins, compared with an average f.0eb. 
plant value of $65.36. The indicated processor-to-wholesaler spread of 
$10.22 (about 10¢ a tin) would include railway transportation costs in 
the neighbourhood of $1.50 per case. Computed on the basis of the 
1952856 averages, the markup was only about $5.00 per case. 


7. Retail and Restaurant Distribution 


Lobsters are served usually in the more-expensive eating pla- 
ces, where the meal charge includes a heavy service loading. The price» 
elasticity of demand for lobster under these conditions may be relative- 
ly low; it is a derived demand and lobster price changes need not alter 
proportionately the price of the meal. On the other hand, one would 
expect the income-elasticity of demand for lobsters, a luxury food, to 
be relatively high. The demand for lobster meals is usually strong in 
prosperous times. 
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The markups on the live and fresh and frozen forms are great- 
er than on canned lobster because of the special care required in hand- 
ling and the greater risks involved in dealing with these forms. Also, 
canned lobster can be easily stored to level out the supply in accord- 
ance with demand; consequently, it is not subject to the wide seasonal 
price variations that characterize the market for live lobsters and, 
probably, fresh and frozen lobster meat. 


8. Measurement of the Price Spread 


Previous discussion of the local and seasonal variations in 
the landed prices of lobsters has indicated the impossibility of accu~ 
rately determining the raw material cost of canned lobster even for one 
region, hence measurement of a fisherman-retail spread can only be on 
a sample basis. No comparisons can be made for the other lobster pro» 
ducts because price series are lacking. However, sample price spread 
computations are presented in Table 9, based on landed prices in June 
of each year in Souris, Prince Edward Island, and Montreal wholesale 
and retail price quotations one or two months later, 


The Montreal retailers! margin on selling price evidently ine 
creased during the decade, ranging from 8% to 16%. Based on somewhat 
theoretical estimates of raw material cost, the fishermen's share of 
the retail dollar spent for canned lobster in Montreal was of the order 


of 42% or 43%. 


82479—33% 
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TABLE 9. FISHERMEN'S SHARE OF THE RETAIL DOLLAR SPENT FOR 
CANNED LOBSTER AT MONTREAL, BASIS JUNE 15 LANDED 


PRICES FOR LOBSTERS AT SOURIS, P.E.I.2 


Aug. 1 Retailer's Fishermen's 
Retail Mid-July Raw Markup on Share of 
Price (at Wholesale Landed Material Selling Retail 
Year Montreal Price Price Cost Price Value 
¢/5-0Z6 ¢/5-0Z~ ¢/1b. ¢/5-OZ6 
tin) tin) tin 
Tony 70 6 651 2h 30 8 42 
1950 The2 6826 22 27 8 36 
1951 7309 68 4 28 34 if 46 
ie 79 oh Tlek 22° 27 10 34 
LEP 88.8 90.6 43 a2 = 59 
1954 86.9 Tb 67 30 oT 1 43 
1955 80.6 69.0 30 54 14 46 
1956 88el TheO 30 ot 16 42 
495 8926 78 3 30¢ a7 13 AL 
1958 9646 81.5 33 Al 16 2 


a Price quotations from D.B.S., Monthly Review of Canadian Fisheries 
Statistics. 


b The five-ounce tin requires 26 ounces of live lobsters (6-1/8 ounces 
meat multiplied by 4.25). It is assumed that "canner" grade lob- 
sters were sold for three-quarters of the price quoted (presumably 
for "market" grade). Computed raw material cost is, therefore: 
Landed Price x 2 x 26. 

16 


c May quotationse 
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COD FILLETS 


1e Characteristics of the Raw Material 


The Common Atlantic or Rock Cod (Gadus callarias) constitutes 
about two-thirds of all of the known Atlantic resources of demersal or 
groundfish species, which include, as the most important commercially, 
cod, haddock, hake, pollock, cusk, redfish, halibut, and the various 
smaller flatfish species.t A large Atlantic cod may be 25 to 50 pounds 
or more in weight. (One more than six feet long, weighing 211 pounds, 
was caught in New England waters in 1895.) Modern long-liners and drag- 
gers use powered hauling gear, but to the small-boat fisherman, using 
hand=lines, hauling his catch up from the depths can be laborious. The 
fish must be handled individually in gutting and beheading, washing and 
stowing with ice in the hold; hand methods are used in forking the fish 
into the unloading bucket or on to the wharf and, too often, inside the 
plant in carrying or wheeling tubs or trays of fish or fillets or offal 
from one place to another. 


Automatic machinery, such as filleting and skinning machines, 
operates more effectively if the fish are fairly uniform in size. This 
is often the case if the boat has made all or most of its catch in one 
place; apparently one "year=class" may be predominant in a school. 
Usually, too, the fish are culled into standard size groups when being 
weighed in on the plant wharf. Modern filleting plants use continuous 
production line techniques, moving the fillets along the line from file 
leters to candlers to weighers and packers by conveyor belt. Offal from 
the filleting line also moves by chute and flume or conveyor to the exit 
loading point or directly to the fish meal plant. 


While fresh and frozen fillets and lightly smoked fillets ree 
present the higher-valued use of cod, sold principally in the high-in- 
come North American market, dried salted cod is still produced in ouante 
ity for the traditional markets in the tropical and semi-tropical 
countries of the Caribbean and southern Europe. Salting and drying to 
a considerable extent represents a marginal use for cod, to be resorted 
to only when the catch cannot be marketed in the fresh or frozen form. 
To some extent, also, the cured and fresh or frozen forms are joint pro- 
ducts of the fishery; large cod are unsuitable for filleting (except for 
smoked fillets); some quantity can be marketed fresh or frozen whole as 
steak cod, but much of it must be split and salted for later drying - 
the larger, thicker fish are preferred in dried salted cod. (In areas 
such as the Gulf of St. Lawrence where winter hinders or prevents fish- 
ing operations, filleting plants may reduce their peak loads and provide 
for winter employment of some of the plant facilities and staff by 
splitting and salting the large fish, later processing it into boneless 
salted or ordinary cures after fish landings have ceased for the season. 


1 Halibut and other flatfish, although true "bottom-feeders", are not 
classed as groundfish in commercial usage. 
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Very little codfish is canned. A possible future extensive 
use is in the form of "fish flour", This can be made from cod or other 
species, five times as rich in protein as beefsteak per pound of weight, 
to be used as an additive to cereals, wheat flour, milk, etc., for the 
enrichment of human diets. The residue from filleting, constituting 
about two-thirds of the total landed weight of the fish (as well as any 
fish found to be unsuitable in quality for filleting), is usually pro- 
cessed into a protein meal used as a feed supplement for livestock and 
poultry. Glue is made from fish skins and heads. 


If there have been any recent improvements in the quality of 
cod landed, these have been mainly the result of experimentation, re- 
search and education in better techniques in handling, stowage and icing 
on board the fishing vessel. Use of larger mesh sizes in trawl nets by 
international agreement through the International Commission for the 
Northwest Atlantic Fisheries has increased the average size of fish 
caught in certain areas (and there is evidence that the chief purpose ~ 
an increase in the basic stocks = has been achieved in some degree). 


2 Areas and Conditions of Fishing 


The principal cod fishing grounds are the Grand Bank of New~ 
foundland and numerous other banks off the coasts of Maine, Massachu- 
setts, Nova Scotia and Newfoundland, and in the Gulf of St. Lawrence, 
but stocks of cod are found from Cape Hatteras to Greenland and Baffin 
Island. 


Although the cod typically stays near the bottom, it may come 
to the top in pursuit of small fish or squid, hence may be found any- 
where from the surface to a depth of 250 fathoms. During a short summer 
season, cod are taken in great numbers in trap-nets on the northwest 
coast of Newfoundland when they follow the capelin, a small fish which 
comes inshore to spawn. At other times they congregate somewhat less 
densely over sandy or rocky, pebbly ground in the comparatively shallow 
water of the banks and inshore areas. Cod prefer cooler water and, ale 
though they frequent water in the temperature range from 32°F. to 50°F ., 
the best catches are made in the lower half of this range. 


Cod spawn, for the most part, during the early spring months. 
The female lays from three to nine million eggs, depending upon her age 
and size. The growth of the cod depends upon water temperature and 
available food supplye Cod from the banks off Nova Scotia enter the 
fishery at about four years of age. A 10-pound cod, 30 to 32 inches in 
length, would be about nine years of age on the Grand Bank, or about six 
years in the Bay of Fundy. 


The various cod stocks do not intermix to any great extent be- 
cause they apparently do not often cross the "deeps" that separate var- 
ious banks from each other and from the mainland. The movements onshore 
and offshore, and from bank to bank, are caused by the search for food, 
suitable water temperatures and proper spawning conditions. There is a 
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movement of cod stocks out of the Gulf of St. Lawrence to the banks off 
Nova Scotia in the fall and back again in the spring. The gradual warm- 
ing of Atlantic waters in recent years has been accompanied by a north- 
ward movement of cod stocks, A gradual cooling trend, predicted to be- 
gin about 1960, might be expected to bring about a reversal of this move- 
ment and increase the density of stocks on the nearer Maritimes fishing 
grounds. 


Present exploitation of the northwestern Atlantic cod stocks 
by all nations is of the order of 1,100 million pounds a year, of which 
Canadian landings constitute about two=thirds.t This rate of exploita- 
tion is estimated to be only ebout 16% of current stocks. The more dis- 
tant stocks will be at best only lightly fished for some years to come, 
but a considerable increase in cod landings from the nearer banks could 
be expected to follow a rise in the demand for cod products. 


The annual quantities and values of cod landed in the Canadian 
Atlantic Provinces are shown in Table 1. The annual totals in recent 
years have not fluctuated widely (less than 10% from the average), but 
there has been a gradual decline in cod landings for the past five years 
in the provinces of Newfoundland and Nova Scotia, the largest producers. 


Fluctuations in annual cod landings could be caused in part by 
differences in availability; trips will be lengthened and catches smalle 
er when the fish are difficult to find. Fishing effort is, to a consi- 
derable extent, directed to or from other species such as haddock and 
flatfish in accordance with market demand and resultant price differen- 
tials; the processing plant may be expected, for instance, to supply a 
proportion cf sole, haddock and redfish fillets along with cod fillets. 
Cod landings might, of course, share in a general reduction in fish 
landings resulting from unusually difficult weather or from adverse 
changes in cost-price relationships for the fishing industry. 


Cod, in fact, varied only between 43% and 49% as a proportion 
of the landed weight of all species for the east coast during the five 
years 1954-1958. The importance of Newfoundland among the provinces as 
a producer of cod is indicated by the following figures: east coast cod 
landings 1954-1958 averaged 610 million pounds yearly, of which New- 
foundland contributed 63%, Nova Scotia 20%, Quebec 10%, New Brunswick 
6%, and Prince Edward Island 1%. Roughly one-third of the east coast 
cod landings in the past five years went into the production of fresh 
and frozen fillets. The proportion was much smaller (about one-quarter) 
for Newfoundland, where the production of saltbulk and dried salted cod 
was correspondingly important. 


The seasonal nature of cod landings is indicated by the month- 
ly data available in Tables 1 to 6 of the Appendix. The freeze-vp puts 
an end to fishing from ports on the Gulf of St. Lawrence in Quebec, 
northern New Brunswick, Prince Edward Island and western Newfoundland, 
and stormy winter weather restricts fishing operations from other ports 
that remain open. Landings are also affected by the seasonal movements 


1 See The Commercial Fisheries of Canada, Royal Commission on Canada's 


Economic Prospects, Pe 136 


TABLE 1. 


Year 


1949 
1950 
LODE 
L952 
L953 
1954 
L950 
1956 
957 
1958 


1949 
TO Se 
1952 
Egd2 
1953 
1954 
oD 
1956 
LST 
1958 


1949 
1950 
LgDL 
1952 
199 
1954 
952 
10 
tot 
1958 


Canadian 


Atlanti 
Coast 
Total 


Cc 


Ae 


21,0, 589 
232,922 
217, 222 
232,610 
52h 4157 
651,971 
582,966 
647 559 
64.2491, 
d2l3210 


7,127 
65496 
6,650 
75356 
12,560 
16, 263 
1h. 206 
16,149 
15,030 
13,110 


Bo 


Nova 
Scotia 
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New 


Brunswick 


Quebec 


Prince 
Edward 
Island 


Landed Weight in Thousands of Pounds 


147,616 
145,110 
142, 259 
150,129 
115,588 
129, 32h 
129473 
1255473 
115,345 
110, 548 


26,11, 
21,021 
23,942 
2.5265 
19,416 
25 320 
29 4.55 
38,957 
38,814 
39,176 


60,755 
59 y hdy7 
146,806 
5h 766 
hd 792 
32,247 
41,324 
716,353 
79172 
69,66) 


6,104 
I Bll 
4,215 
351,50 
3,060 
1,700 
6,063 
8,525 
7,588 
75749 


Landed Value in Thousands of Dollars 


4.4902 
4613 
"705 
5 356 
3,795 
hy 529 
4.035 
4185 
3,581 
ayer 


603 
530 
626 
559 
Ah 
722 
818 
972 
91,6 
Sa hoy 


15055 
eye. 
i022 
1,343 

855 

71h 

938 
1,861 
1,638 
1,708 


167 
83 
97 
98 
‘P) 

125 

163 

249 

156 

LT? 


QUANTITY AND VALUE OF ANNUAL LANDINGS OF ATLANTIC COD, 
CANADIAN EAST COAST PROVINCES ,# 1949 TO 1958 


Newfoundland 


OS CLG. 


31,1, 301 
14,60, 380 
376,651 
398,250 
101, 575 
300,133 


= 
Moooe 


PS 


3 
10,173 
8,252 
8,882 
8,709 
6,360 


C. Average Value per Pound, Landed Weight, in Cents 
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a Annual data from the December issues of D.B.S., Monthly Review of 


Canadian Fisheries Statistics. 


1958 figures are preliminary. 


b Newfoundland landings were not included for the years 1949 to 1952, 
inclusive. 
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of cod stocks, the most notable example being the summer trap-net fish- 
ery of northeastern Newfoundland, when the inshore waters teem with cod. 


Thus, the unit cost of cod landings may be lower in the summer, 
but processing equipment adequate to handle the summertime peak load 
would be much greater than the capacity requirements during the balance 
of the year. Fish in excess of filleting and freezing capacity can be 
split and salted and held for later processing into dried fish; hence, 
the production of dried salted cod may be essential to economic opera= 
tion of the cod fishery in areas forced to depend upon heavy summer land- 
ings. Any receipts from the sale of dried salted cod in excess of its 
direct processing and marketing costs and the marginal cost of the addi-~ 
tional cod landings, would contribute to reduce the joint or overhead 
costs of production in the fishery - however, those joint costs and the 
returns from the various products might be shared between the fishermen 
and the processors in the industry. 


3. Preparation and First Sale by Fishermen 


The official statistics purport to show the quantity of land- 
ings in the state most commonly landed or first sold for each species of 
groundfish. For codfish the landing statistics are given in terms of 
gutted head-on weight. While this is the predominant form, first sales 
by fishermen present many variations from this form, both geographically 
and over seasonal and longer periods of time. The variations range from 
the whole round form, the state in which the fish is taken from the sea, 
to salted and smoked forms, ready for retail sale, which have been pre- 
pared by the fisherman himself, 


The description of fishermen's selling or primary marketing 
which follows is limited to the transactions associated with the trans- 
fer of codfish from fishermen to buyers mainly for use as fillets. Ate 
tention has been called, however, to the variations in form in which the 
fish is sold, because this point is pertinent in later discussion on the 
prices to be used in measuring the fishermen-retail price spread. 


The cod are dumped on the deck of the fishing vessel from the 
drag net as it is hauled, or taken from the line or gillenet as it is 
brought in. The fishermen gut the fish and stow them below in the pens, 
packed with ice to cool them rapidly and maintain them at close to 
freezing temperature, as well as to minimize contact of the fish with 
the wood or metal of the pens and with each other. The fishermen must 
work fast to get the fish gutted and stowed below-decks before the next 
haul and to minimize its exposure to the heat and sun on deck. They 
must work long hours when on the fishing grounds to complete the trip 
and get the fish back to port before the earliest part of the catch is 
too old. 


Vessels from Halifax or Lunenburg might travel 500 or 600 
miles to fishing grounds on the Grand Banks and a trip might entail four 
or five days' time en route to and from the fishing grounds in addition 
to fishing time. The larger draggers in 1956 averaged five to seven 
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days at sea per trip from Nova Scotia ports, four to five days in the 
other provinces; an occasional trip lasted 15 or 16 days. Long-liners 
were at sea on the average about one day per trip in Newfoundland, a 
day-and-a-half in Quebec, and more than three days in Nova Scotia. 


The inshore fisherman typically lands his fish at the plant 
wharf the day it is caught. Quality would be improved if he carried ice 
in which to pack his catch, but this is seldom done; ordinarily the 
price received would be the same whether he used ice or note. 


As the cod are unloaded from the vessel and weighed in on the 
plant wharf, they are usually culled into size groups for which speci- 
fied prices are paid, and there is some grading for quality insofar as 
damaged fish or fish fit only for reduction into fish meal are segregate 
ed and paid for at a lower price. The usual grade sizes are scrod, mar-~ 
ket and steak; the size divisions vary somewhat according to local 
practice or the use to be served, but the intermediate grade, "market" 
cod, is usually from about four to 10 or 12 pounds weight. 


Plant competition for fish may be competition for fishermen; 
the small=boat inshore fisherman may be unwilling or unable to operate 
far from home, but the larger vessels can change their base of opera- 
tions. Hence, the presence of only one buyer - one fish plant »~ at a 
given location does not preclude a considerable degree of competition 
for the fishermen's catch. But price is not the only consideration ine 
fluencing the fisherman's sale; others may be extension of credit for 
gear and supplies by the buyer and provision of facilities for storage 
of bait. A large and efficient plant may be able to establish leader- 
ship in the setting of prices effective over a large extent of coastline 
= an ability likely to be enhanced if the firm can ensure itself a con- 
siderable volume of supply by owning or controlling a fleet of fishing 
vessels. 


Fishermen engaged in the groundfishery on the Canadian Atlan- 
tic coast, perhaps through tradition, seem to have accepted a relative- 
ly stable "season" price for code There is some variation between 
winter and summer seasons with a premium of as much as a cent a pound 
or more being paid in the winter to ensure a greater volume of supply 
during the more difficult fishing season. Although cod is marketed by 
processors in various fresh, frozen and cured forms, each with a speci-~ 
fic market value, in general the same price is paid to fishermen at any 
particular port of landing regardless of the final utilization of the 
fish. 


This is, in part at least, the explanation for the consider- 
able differences in landed cod prices existing at the same time in dif- 
ferent localities. For example, cod prices at mideJune, 1958, were, at 
Caraquet, New Brunswick, 22¢ a pound for market and 14¢ for scrod; at 
Louisbourg, Nova Scotia, market and steak cod brought 3¢ to 32¢ and 


1 See John Proskie, Operations of Modern Long-Liners and Draggers, 
Atlantic Seaboard, 1956, Economics Service, Department of Fisheries 


of Canada, Ottawa, 1957, Table 9, pe 17. 
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scrod 1?¢; at Halifax and Lunenburg, Nova Scotia, steak, market and 
scrod brought 32¢, 3i%¢ and 1z¢, respectively. At St. John's, Newfound- 
land, the price was 2;¢ for steak and market and 12¢ for cod in the 
round, and at Harbour Grace, the price was 2¢ for ungraded cod. Much of 
the cod landed in Nova Scotia ports is marketed as fresh fillets, where- 
as the Newfoundland catch is processed, some into the lower-valued froz- 
en fillets, but most into salted cod for low-income markets in Caribbean 
and Mediterranean areas. 


The division of the proceeds of the sale of fish among the 
members of the fishing enterprise is made according to a share or "lay" 
system, which varies according to locality, type of vessel, etc. Cer- 
tain expenses are deducted from the gross receipts; the remainder is 
divided into boat and crew shares, and the latter into individual crew 
shares. 


Settlement by the plant buyer will include deductions for supe 
plies such as ice and fuel oil obtained by the fishermen. In the oute 
ports, dependence upon the local merchant for gear and supplies on 
credit is probably somewhat less than it used to be, but may be still 
considerable, with the fisherman accordingly obligated to sell his catch 
to the merchant who has given him credit. 


In recent years, the trend has been away from the complete 
processing of dried salted cod by outport fishermen, although some still 
spread salted fish to dry on the "flakes" or on the beach. These may 
now have a filleting plant within reach as a market for at least part of 
their catch, or may sell split fish to a local buyer who has large 
"pickling" facilities for the production of saltbulk ("green-salted" 
cod), or may process their catch to the saltbulk stage themselves. The 
saltbulk is then sold to commercial driers for final processing into 
dried salted fish. A large part of Newfoundland codfish landings is 
now sold as saltbulk to Nova Scotia drying plants. 


As for the filleting plants, the major portion of their raw 
material is now obtained from offshore fishing vessels - trawlers or 
draggers or long-liners - which ensure a more regular and predictable 
large volume of supply than inshore fishermen. The offshore vessels 
also offer more flexibility in supply; they can, to a considerable exe 
tent, direct their fishing efforts towards species in greatest demand, 
whereas the small=boat fisherman must take whatever is available to him 
reasonably close to shore. 


4.o The Filleting Industry 


In spite of a recent trend towards concentration of process- 
ing activities, a large number of small independent filleting plants 
are still to be found in the Atlantic coast provinces, particularly in 
the production and sale of fresh fillets in Nova Scotia and New Brunse 
wick, Freezing operations require a greater investment in plant and 
equipment, and present greater technical management problems; therefore, 
frozen fish plants tend to be larger in size, and at the same time, 
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more diverse in products and more specialized in management, with separ= 
ate production, sales, and cost accounting divisions. There is also 
some horizontal expansion in the form of branch plants and vertical in- 
tegration of fishing, processing and marketing operations through divie 
sions of the same company. 


Notwithstanding the large number of small filleting plants, 
and because frozen fillets are produced in three times the quantity of 
fresh fillets, about 30 plants in the Maritime Provinces - some of them 
branches of one firm # account for more than three-quarters of the an» 
nual Maritimes production of fresh and frozen fillets. Frozen fillet 
production is even more concentrated in Newfoundland. There, government 
policy has favoured the establishment of large plants in suitable loca- 
tions and the movement of fishermen and their families from the outports 
into these centres, where they may sell their catch to the filleting 
plant and where community services can be more easily provided. 


Products of the fresh and frozen industry include fresh and 
frozen fillets, frozen blocks and slabs (for conversion into fish sticks), 
breaded, cooked or uncooked fish sticks, lightly smoked fillets, and 
fresh and frozen dressed (whole) fish. By-products include fish meal 
and liver and other oils, There may be also some degree of specializa- 
tion in certain species; for instance, a plant may concentrate much of 
its vessel and processing activity on redfish (ocean perch). If a plant 
also engages in canning or curing operations, this may be the result of 
special circumstances = possession of the necessary equipment, and the 
need to provide a market for local fishermen or to achieve year-around 
use of plant labour and facilities. 


The wide seasonal fluctuations in the supply of fish and its 
perishability impose on the processing plant the need for rapid processe 
ing, and capacity adequate to handle the peak seasonal loads. This may 
entail much idle capacity at other seasons of the year. The establish- 
ment of a profitable operation may, therefore, require a close forecast 
of the regularity and volume of supply of fish, as well as of market dee 
mand and local labour supply, in their relation to the best size of 
plant ° 


Filleting plants, if located in one of the larger ports, will 
have a reserve supply of labour to draw upon, but the availability of 
other types of employment means that the fish plant will have to pay ap» 
proximately "the going wage" to secure workerse The establishment of a 
plant in a more isolated fishing settlement may be accompanied by an in= 
flux of workers as fishermen and their families move in to be closer to 
the plant. However, wage rates tend to be lower in such centres with 
few alternative employment opportunities. Usually, one-third or more 
of the workers in a filleting plant are women, paid at much lower rates 
than the men. If the head of the family provides the main support, 
Wives and daughters may be hired at wage rates lower than they would ree 


quire if fully self-supporting. 


Most of the larger filleting plants are now unionized and pay 
wages on an agreed union scale. Current Nova Scotia rates range from 
$1.05 to $1.16 an hour for cutters and skinners, $0.92 to $1.08 for 
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general labour, and 77¢ to 81¢ for the women who carry out candling, in- 
specting, weighing and packing duties on the production line. Newfound- 
land rates, except at St. John's, are lower: 80¢ to 89¢ for filleters 
and 52¢ to 62¢ for women, for example + Wage rates in northern New 
Brunswick, Quebec, and Prince Edward Island plants are for the most part 
not far different from the Newfoundland rates. 


The cost of labour is determined, of course, not only by wage 
rates, but by the productivity of that labour. In recent years produce 
tivity has been increasing, at least in some filleting plants, as a ree 
sult of improved equipment, greater mechanization of operations, and the 
growth of worker and management skills. Without data on comparative 
costs and outputs over the past 10 years, it is impossible to say wheth- 
er physical productivity increases in filleting plants have been more 
than sufficient to balance the effects on costs of rising wage levels 
and heavy investments in plant and equipment. 


Labour productivity is closely related to the size and condi- 
tion of the fish being filleted. A skilled cutter might, for instance, 
achieve a rate of 400 pounds of raw cod (say, 135 pounds of fillets) an 
hour on four- or five-pound cod, compared with double the amount on 12 
pound cod at the upper limit of the "market" classification. But greate 
er speed in filleting might be at the cost of a lower recovery rate of 
fillets from the raw material; the speed and recovery rate are both ree 
lated to the operator's skill. 


The generally accepted figure for the yield of cod fillets 
from head-on dressed cod as landed is 33%, but skilled cutters may 
achieve up to 37% or 38%, depending upon the condition of the fish. 
The yield in cutting for blocks is lower, usually around 30% or 31%. 


Overhead cost per unit of product might be minimized by 
around-theeclock or threeeshift operation of the plant to achieve "capa= 
city" output, at least during the summertime period of peak landings. 

If not sufficient workers are available to operate two or three shifts 

a day, it may be necessary to keep the staff at work for extra hours, 
paying overtime rates one-third or one-half greater than the standard 
rate, in order to process an accumulated stock of fish before it becomes 
unfit. Apart from the likelihood that workers! productivity declines 
when they are tired, the overtime rates mean an increase in production 
costs per unit of output, incurred only because the alternative is a 
loss through spoilage of fish or the dissatisfaction of the fishermen 
if they are forced to restrict their landings to what the plant can ac- 
commodate in a one-shift daily operation. Of course, there should be 
some reduction in unit overhead costs, as a result of fuller use of 
plant facilities, to set against the increase in unit labour costs aris- 
ing out of overtime operation. 


The use of mechanical skinning machines and, latterly, of fil- 
leting machines in east coast plants has increased greatly during the 


1 See Appendices C, D, E, F and G, Brief of the Newfoundland Federation 
of Labour, Proceedings of the Royal Commission on Price Spreads of 
Food Products at St. John's, Nfld., May 3, 1958. 
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past 10 years. The growth of quick-freezing capacity began somewhat 
earlier, keeping pace more or less with the growth in filleting produc- 
tion. Multiple plate contact freezers are in general use for freezing 
fillets and blocks, although air blast freezers offer more flexibility 
in the size and shape of packages to be frozen, along with, possibly, a 
lower initial cost. 


Frozen cod fillets are packed in one-pound "consumer" packs 
and in five-pound bulk packs containing about six cellophane-wrapped 
fillets for the restaurant and institutional trade. Fillets are also 
frozen into larger blocks or slabs for the production of breaded, cooked 
or uncooked fish sticks. Fresh cod fillets are packed, 20 pounds in a 
wooden box, in layers separated by parchment paper. 


The one=pound cartons are machine-wrapped in a printed colour- 
ed wrapper before going into the freezer. After freezing, the cartons 
are packed 12 in a container and four containers (48 cartons) in a 
strong fibreboard shipping carton, and these are placed in the cold 
storage room until the shipping time arrives. The shipping carton holds 
10 of the five-pound cello packs. 


There is some differentiation by grade of pack, according to 
the quality of the raw material. Fish of indifferent quality is not 
packaged under a “premium" label, but may be wrapped under another brand 
namee In other instances, where there is no second grade label, a few 
hundred pounds a day of broken or torn fillets may be packaged and sold 
at a discount of 2¢ or 3¢ a pound. This special sale price represents 
a salvage value for the torn fillets. When they are frozen into a onee 
pound piece, the fragments and tearing may not be noticeable to the cone 
sumer. 


Greater care in filleting fish for blocks is required to en- 
sure that the small bones at the nape are cut out, but ragged fillets 
and fragments can be included in the block without difficulty. The pro 
duction of fish sticks is carried out by a few plants with the necessary 
specialized equipment, in the quantities required for domestic sale, but 
the level of United States import duties on fish sticks is designed to 
preclude Canadian sales on that market. However, American fish stick 
processors get much of their supply of cod and haddock blocks from 
Canadian plants. 


The principal species filleted by Atlantic coast plants are 
cod, haddock, redfish (rosefish or ocean perch), wolf fish (ocean cate 
fish), hake, cusk, halibut and other flatfish, including plaice, witch, 
flounders and yellowtail (which are all marketed as "sole" fillets). 
Production figures for the years 1949 to 1958, inclusive, appear in 
Table 2 below. 


It may be observed that cod fillets comprised nearly one-half 
of the annual fillet output, and that frozen fillets in total for the 
region were produced in five or six times the quantity of fresh fillets. 
The proportion of fresh fillets was much higher for Nova Scotia. Of 
the 65 million pounds of frozen cod fillets and blocks produced in 1958, 
it is estimated that slightly more than one-half was blocks and slabs 
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for fish stick production. 


The landed weight equivalent of Canadian east coast cod fillet 
production (fillet weight multiplied by three) represents 34% of total 
cod landings (Table 1 above) for the years 1956 and 1957, and 43% of 
those for 1958. More than one-third of cod landings, therefore, is cur- 
rently processed into fresh and frozen fillets and blocks. 


The chief bysproduct of filleting plants is fish meal, a high 
protein supplement for livestock and poultry feeds. When the fillets 
are removed from the fish, about twoethirds of the landed weight remains 
and this offal is reduced to fish meal by grinding, cooking and drying 
processes, about five tons of offal being required to produce a ton of 
meale 


The value of the offal to the meal plant is difficult to de- 
termine; filleting plants sell the offal at various prices = frequently 
about $7 or $8 a ton, or sometimes at a nominal charge of only $2 or $3 
a ton if the meal plant is part of the same establishment. One in~ 
stance is recorded of a meal plant paying $13.50 a ton to its major sup- 
plier. Fishermen usually receive ;¢ or 4¢ a pound for spoiled fish that 
has to be consigned to the meal plant (ices, $5 to $10 a ton). An ase 
sumed average price of $7.50 a ton would represent a raw material cost 
of about $38 per ton of meal, which is less than oneethird of the f.oebe 
price = around $125 a ton ~ received for meal by the plant. (The price 
is based on the protein content, which is usually 60% to 65% = 60 to 65 
units at a current price of about $2 per unit for "whitefish" meal.) 


Because the offal from most plants is directed into fish meal 
production, this joint product is an important factor in the economics 
of fish filleting and should be taken into account in the measuring of 
the price spread. An offal value of $7.50 a ton would represent a re- 
duction of three-quarters of a cent in the raw material cost of a pound 
of cod fillets «= the value of the two pounds of waste per pound of file 
lets. 


Fish sticks were introduced about eight years ago in the 
United States and production grew rapidly to a level of more than 50 
million pounds a year in recent years. Canadian production began a 
little later and is currently about one=tenth that of the United States. 
The statistics are as follows: 


TABLE 3. CANADIAN FISH STICK PRODUCTION, 1954 TO 19584 


(Thousands of Pounds) 


1954 aby) 1956 1957 1958 

Cooked i L,, O46 3,912 3,838 4,740 
Uncooked ~ 1, 1b4 498 1,578 1,544 
Total 1,880 5,190 410 5,416 6,284 


a Economics Service, Department of Fisheries of Canada. 
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The fish stick trade grew by a displacement of ordinary fil- 
lets and other varieties, rather than by a net increase in the consumpe 
tion of fish. A considerable part of the final product weight consists 
of breading materials and the oil absorbed in cooking. The frozen 
blocks are cut by multiple band saws into sticks of the required size, 
and these are breaded, cooked in oil, packaged, and refrozen = or bread~ 
ed, packaged and frozen without cooking. During the last quarter of 
1958, the Toronto wholesale price of cod fish sticks was quoted at $3.70 
per dozen eight-ounce packages. This represented, accordingly, a price 
of about 62¢ a pound in comparison with frozen cod fillets (cello 5's) 
quoted around 29¢ and 30¢ a pound in the same period. 


The scale of fillet output is dictated by the seasonal fluc- 
tuations in fish landings. Fresh fillet output may be regulated for the 
plant also producing frozen fillets, in accordance with the market situ- 
ation; presumably the fillets may be frozen if that use promises the 
better returns. Peak supplies in the summer usually mean lower market 
prices; part of the economics of freezing fillets is related to taking 
advantage of higher prices in the winter period of reduced supply, be- 
cause frozen fillets can be held in storage until that time. 


The larger plants may fillet 50 million pounds of raw fish in 
a year; the smallest fresh fillet operations may involve only packing 
and shipping a few thousand pounds of fillets a year, purchased as fil- 
lets from fishermen, The most efficient size of plant is related to the 
volume and regularity of raw material supplies and the availability of 
labour. Fresh filleting does not require very heavy capital investment, 
but even the smaller freezing operations require a considerable scale of 
output to achieve the maximum economies in indirect processing costs per 
unit of output.! The large firm may also secure considerable advantages 
in marketing, The upper limit of economic size would be determined by 
the difficulties of management and cosordination of plant operations, as 
well as by the limitations of labour and raw material supplies. For 
this reason, company expansion might take the form of branch plants and 
subsidiary operations = vertical or horizontal integration, or both. 


5. Distribution to Retail 


Brokers and commission agents operate as independent buyers 
and/or as agents for one or more processors. Brokerage fees or commis-= 
sions range from 23% to 12% of sale value, differing according to loca- 
tion, the volume and regularity of supply, dependability of the supplier, 
and so one Brokers! services are of use to the wholesaler in maintain- 
ing a continuing supply of fish in the varieties and volume required. 


Wholesale outlets may be regular fish wholesale houses, 
specialty fish wholesale-retail stores, or "frosted foods" wholesalers 


1 Perhaps an output of five million pounds or more a year (15 million 
pounds "capacity" in landed weight), according to Mr. H. Connor's 
evidence at the Halifax hearings of the Commission. See Proceedings, 
Vol. 13, pe 20666 
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providing gquick-frozen packaged fish items along with their other lines 
of frozen fruits and vegetables and juices. Meat wholesalers may carry 
fish as a side line or as a service to customers. 


The wholesale markup is difficult to document in the absence 
of reliable prices f.o.b. plant. The published mid-month wholesale 
prices! for Halifax, Montreal, Toronto, Winnipeg and Vancouver, perhaps 
tend to be on the high side. The price for each city is computed as an 
average of quotations from several wholesale firms in the particular 
city, and no allowance is made for the scale or variety of discounts 
that may be offered on the published prices of the firms. 


As one approximation, the f.o.b. plant value may be taken as 
15¢ a pound for fresh cod fillets, based on a raw material cost of 9¢ 
(3¢ on landed weight to the fisherman), and a processor's margin of 6¢. 
Lessethan-carload express to Toronto would add about 4¢ a pound, and 
brokerage at 7% about 14¢, making a total cost to the wholesaler of 
202¢.6 The wholesale price on fresh cod fillets in Toronto in October, 
1957, was 30.7¢. The wholesaler's margin on the basis of these figures 
would be about 10¢ a pound, or 33% on his selling price. For compari- 
son, the Toronto retail margin on fresh cod fillets in October, 1957, 
was about 16¢, the average retail price being 46.8¢. 


Processing costs would be somewhat higher on frozen fillets; 
addition of another cent for cost of freezing would bring the f.o.be 
plant cost to 16¢. On the other hand, transportation costs might be cut 
in half, because frozen fillets could move in carload lots. Hence, the 
cost to the wholesaler in Toronto might be in the vicinity of 19¢ (al~ 
lowing 12¢ for rail express and li¢ for brokerage). On frozen cod fil- 
lets the Toronto wholesale price quotation for October, 1957, was 24.5¢ 
for cello 5's, and the retail price 29.7¢ for packaged fillets. The 
wholesaler's margin would be about 53¢, or 22% on his selling price, 
compared with a retailer's margin of 5¢ or 6¢. 


These figures represent a “thin" processor's margin; moreover, 
it is probable that many would have higher costs, particularly those 
with comparatively new and undepreciated plants. Another approach to 
f.0.b.e plant value can be made via company financial reports giving the 
breakdown of the sales dollar. In evidence before the Commission at 
Halifax on May 2, the sales dollar was divided, 53.3% for raw material 
(fish), 22.7% for wages and salaries, 22.4% for plant overhead and some 
variable costs including taxes, and 1.6% for distributed and undistribu- 
ted profits.e2 Use of these figures and a raw material cost of 9¢ a 
pound for cod fillets results in an f.o.b. plant value of about 17¢ a 
pound, vize?: 


1 In the Monthly Review of Canadian Fisheries Statistics, D.B.S. 


2 Proceedings, Vol. 13, ppe 203031. 
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Per Cent of Cost per Pound 
Sales Dollar in Cents 
Raw Material 5303 9.0 
Wages and Salaries 2207 308 
Overhead, etc. 2204 368 
Profits 1.6 0.3 
100.0 16.9 


The addition of 3¢ for transportation and brokerage would 
bring the cost to the wholesaler in Toronto to about 20¢. The whole- 
saler's margin on frozen ccd fillets in October, 1957, would have been 
L3¢, or 223% on cost, 183% on his selling price, compared with a retail 
margin of 5¢. 


Over the past five years, some 78% of the Canadian east coast 
production of fresh and frozen seafish fillets has been exported to the 
United States. For cod fillets and blocks, the proportion exported to 
the United States was 82%, and for haddock, 64%. Canada supplied 70% 
(102.8 million pounds) of the 146.6 million pounds of "groundfish" fil- 
lets and blocks imported by the United States in 1958. Included in the 
totals were 36.3 million pounds of Canadian cod fillets representing 75% 
of the 48.6 million pounds of cod fillets imported and 34.8 million 
pounds of blocks out of the total imports of 51.1 million pounds of fro- 
zen blocks of cod, haddock and other groundfish.+ 


Cod fillets and blocks enter the United States under U.S. Tare 
iff Paragraph 717 (b) "Fish, filleted, skinned, boned, sliced or divid- 
ed, neS.p.ef.: ocean perch (rosefish), cod, haddock, hake, pollock and 
cusk", subject to a customs duty of 23¢ a pound, or 1-7/8¢ a pound for 
a limited quota.* The quota in 1958 was 35,892,221 pounds, but there is 
no available information on the quantity of Canadian fillets and blocks 
that entered under the quota, 


An additional impost on Canadian exports to the United States 
market is imposed by the current premium on Canadian funds in the ex- 
change of United States dollar receipts. The buying rate on July 14, 
1958, of 104-3/32 U.S. for the Canadian dollar would reduce by approxi- 
mately one cent the returns on Canadian fillets sold at 24¢ U.S. in 
Bostone 


1 United States Imports of Merchandise for Consumption, Calendar Year 
1958, Report No. FT 110, U.S. Department of Commerce, Bureau of the 
Census. 


2 The annual quota under which the lower customs duty rate is appli- 
cable is set at oe. 15% of the average aggregate apparent annual cone 
sumption of such fish during the three calendar years preceding the 
year in which the imported fish are entered. Not more than one- 
quarter of the quota shall be admitted during the first three months 
of the year, onewhalf during the first six months or three-quarters 
during the first nine months. (Apparent annual consumption" is come 
puted without reference to changes in storage stocks.) 
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Frozen cod fillets from Canada were quoted at 21¢-23¢ for 5's 
in mid-October, 1957, sales by original receivers at Chicago, when the 
Toronto wholesale average was 244¢ for cello 5's. The quotation on do- 
mestic 5's in Chicago was 22¢=24¢ on the same date = apparently a cent 
higher than the Canadian pack. The Boston quotation on domestic and 
Canadian 5's was 21¢-22¢. The one=pound pack was quoted 2¢ to 5¢ high- 
er than the five-pound at different times in both Chicago and. Boston, 
but sample wholesale price quotations indicate little difference between 
Canadian and domestic frozen cod fillets in the principal United States 
markets.+ Canadian fillet plants package much of their output under the 
labels of their United States customers, affiliates or parent companies} 
consequently, such fish would be to all intents and purposes the same 
as domestic fish in United States marketing channels. 


While frozen cod fillets from Canada, therefore, may sell only 


a cent or two below the prices of New England fillets in the United 
States, the situation is different for fresh cod fillets, as shown by 


the following sample quotations from the New York Daily Fisheries Report 
(sales by original receivers at New York in wholesale quantities): 
Cod Fillets Fresh 


(Prices in Cents per Pound) 


Date Domestic Canada 
October 15, 1957 42 = 45 25 - 26 
May 13, 1958 38 = 10 28 = 30 


Occasionally, low quotations represent discounts on lots held 
over from the previous day or days, or on low quality of other sorts, 
but the differential shown here has existed continuously for many years. 
The trade explanation = one explanation, at least - is that fillets are 
counted as fresh from the knife, consequently, fillets cut in Boston or 
New York are "fresher" than Nova Scotia fillets, even if cut from fish 
that were 10 days on the boat. Of course, the domestic fillets came 
from high-priced landings, compared with Halifax landings of cod at 3¢ 
or 3¢¢. Prices at Boston (ex vessel for first sales) were, for example: 


Date Large Cod Medium Cod Scrod 


(dollars per 100 lbs.) 


May 12, 1958 14.00 12200 a 
June 16, 1958 11.60 9675 9.00 
June 30, 1958 6.50 7.60 6655#6.60 


At these prices, most New England cod must be sold in the 
fresh market and could not be sold, moreover, at the price for Canadian 


1 See Daily Fishery Reports (from Boston, New York, or Chicago), Market 
News Service, Bureau of Commercial Fisheries, U.S. Department of the 
Interior. 
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fresh cod fillets. It is not known to what extent the market differen- 
tiation between domestic and Canadian fillets prevails at the retail 
level. The United States consumer, probably, seldom knows if she is 
buying a Canadian or a New England product. 


Cod prices at all levels have reflected the relative amplitude 
and accessibility of Atlantic cod stocks in comparison with other 
groundfish species, as well as a considerable degree of consumer prefer- 
ence for the other species. The trade frequently requests a proportion 
of haddock, rosefish and flatfish fillets along with cod fillets in 
placing orders, and this puts at a disadvantage those filleting plants 
forced to rely principally upon cod. Over the past decade, much of the 
growth in Canadian filleting capacity has been in regions such as News 
foundland and the Gulf of St. Lawrence where cod is the major catch. 
Furthermore, frozen cod fillets from Canada have had to compete on the 
United States market with heavy import entries of cod fillets and blocks 
from Iceland, Norway, Denmark and West Germany. 


6. Domestic Consumption: Retail Distribution 
and Restaurants and Institutions 


Fresh cod fillets are sold by weight from the display case or 
box, but the greater part of frozen cod fillets are retailed in the one- 
pound consumer pack from refrigerator counters in chain and independent 
retail outlets. The fivespound cellophane pack is mainly for hotels 
and restaurants, hospitals and other institutions, which buy wholesale 
and in quantity. As we have suggested in previous discussion, many re- 
tail stores no longer handle fresh fish and now sell only frozen items 
through frozen food cabinets. 


Domestic disappearance of fresh and frozen cod fillets (annual 
production less exports, with allowance for changes in stocks) amounts 
to less than one pound per head of population per year. The annual es- 
timates are as follows: 


TABLE 4. DOMESTIC DISAPPEARANCE OF FRESH AND FROZEN 
COD FILLETS AND BLOCKS, 1950 TO 1958 


Year Thousands of Pounds Pounds per Capita 
1950 16,115 Ted 
1951 1 761. 0.91 
1952 Daag sas 1.07 
1953 NA a 0.86 
1954, 14,303 0.94 
1955 41,052 Oey a 
1956 Wwe, 915 0.93 
1957 di ato yee 0.70 


1958 11,584 0.68 
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For comparison, the Canadian per capita consumption of fish- 
eries products in 1957 was 13.5 pounds (edible weight), of which 6.9 
pounds was fresh and frozen shellfish, including 2.7 pounds of fillets. 
These per capita consumption figures have not varied greatly in recent 
years. Cod fillets, therefore, comprised one-third (or less) of the 
average consumption of fillets. 


7. Measurement of the Price Spread 


The available cod price statistics for the 10-year period 
1949-1958 are somewhat less than satisfactory. Official retail price 
quotations were given on "fresh and frozen" cod fillets until the end 
of 1954, when a series of monthly quotations on fresh cod fillets began. 
Retail price quotations on "frozen packaged" cod fillets for Toronto 
are available from 1952, but these are not closely comparable with the 
wholesale price quotations, which are for "cello 5's".+ However, un- 
weighted averages of the Toronto monthly wholesale and retail quotations 
are used as year-averages in Table 5 for the purpose of measuring the 
Toronto wholesale~-toeretail spread. Inasmuch as wholesale quotations 
for cello 5's may have been a few cents lower than those for the pack-=- 
aged fillets to which the retail series applies, the wholesale-retail 
spread may be exaggerated by the data in the table. 


Computation of a fisherman-to-retail price spread faces even 
greater difficulties, The great differences among the provinces in the 
annual average landed values of cod are apparent in Table 1. The monthe 
ly weighted average values of landings show even more marked differenc- 
es, resulting from varying seasonal price changes from one province to 
another. Beyond this, even regional and seasonal price spread measure- 
ments would be subject to inaccuracies because of the necessity to use 
imputed average landed values for finished and semi~processed products 
such as dried salted cod and saltbulk produced and sold by the fishermen 
themselves. Such products are arbitrarily converted to a raw fish equi- 
valent, to which the alternative opportunity price, that prevailing for 
head-on gutted fish, is applied. Landed cod values are, therefore, 
somewhat theoretical in areas in which fishermen market some part of 
their catch in other than the dressed head-on forme 


To compute a price spread for cod fillets, it was necessary 
first to recognize that fresh and frozen fillets are different products, 
to be considered separately, and to select a larger market centre, Tor- 
onto, for which reasonably complete wholesale and retail price series 
for each product are available. As the basis for the computation of the 
fishermen-retail price spread in Table 5, landed cod prices at Halifax 


1 Midemonth average wholesale prices and first-of-month average retail 
prices for various cities, collected and published by the Dominion 


Bureau of Statistics in the Monthly review of Canadian Fisheries 
Statistics. 


2 Landed fish prices are collected by the area offices of the federal 
Department of Fisheries and published by the Dominion Bureau of 
Statistics. 
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were used because these are representative of raw cod prices at Halifax 
and Lunenburg, where the greater part of the catch is processed by fil- 
leting plants, and which are, moreover, major suppliers of the Canadian 
fresh and frozen fillet market. An approximate average of the winter 
and summer season prices for market cod at Halifax is used, reduced by 
one~quarter of a cent as representative of the value of offal for fish 
meal production. So computed, the raw material cost of cod used in fil- 
leting is exaggerated to the extent that some scrod is filleted, for 
which a lower price is paid to the fisherman.l The landed price paid 
by many filleting plants is lower, of course, than that at Halifax. 


The retail price of fresh cod fillets at Toronto was about 
50% higher than that of frozen cod fillets during the years 1955 to 
1958. The raw material cost at Halifax was the same for fresh and fro- 
zen fillets, consequently the fisherman's price represented a higher 
proportion of the retail value of frozen fillets « about 30%, compared 
with 20% in the case of fresh fillets. The retailer's markup was about 
35% of the retail value on fresh cod fillets, reflecting in part, of 
course, the risk of loss through spoilage. The retail markup was about 
half as great on frozen cod fillets and has apparently been declining 
over the past five or six years. 


1 As a compensating factor, the labour cost in filleting small fish 
would be higher, per pound of fillets. The recovery rate may not be 
much different between larger and smaller fish. 
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APPENDIX TABLE A6é 


MONTHLY LANDINGS OF ATLANTIC COD, NEWFOUNDLAND, 1953 TO 1958 


(Landed Weight in Thousands of Pounds) 


1322 1954 iS by 1956 L2D1 1958 


Jane 8,169 3,390 3,43h 2,277 584 3,050 
Feb. CCL mcT7e see COs =) e109 ea, 55L0" 2, 080 
Mare TOBY A ies pty couse lay Sabena 5) mere) he Samer 
Apre Ausee mons ef sie eaul yh Maeb As 0y hae Geet d mY Peaaad Pe 
May 5,677 6,639 6,692. 6,790 8,034 10,358 
June 10,680 454,56 Shean e000 (Gl hil OBeL63™ 78.075 
July 156,935 195,516 153,367 158,770 155,998 112,043 
Auge 68,800 107,973 90,986 82,906 125,115 48,278 
Sept. 30, a50, 13. 11006.) 65,06, 36,09), 2h,176 
Octe 12,742’ 17,098, 18,620, 117,896. 23,592. 11,869 
Nove Toe ere eee 5682510) 602. 2 1G 
Dece 2,599 2,900 2) A telat tae i aah Se 826 


Source: D.B.S., Monthly Review of Canadian Fisheries Statistics. Data 
for 1958 are preliminary. 
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HADDOCK FILLETS 


1, The Raw Material 


Haddock (Melanogrammus aeglefinus) usually frequent warmer 
water than codfish, and are found from the Grand Bank and southern New- 
foundland to Cape Cod. Stocks in the Gulf of St. Lawrence are compara- 
tively small, hence the haddock catch is small in Quebec, northern New 
Brunswick and Prince Edward Island.+ The growth of the fish is slow, 
particularly in northern waters, and the current heavy rate of exploit- 
ation is expected to reduce the total stocks and eventually the annual 
catch. The Canadian average annual catch during the past five years 
has been about 129 million pounds. This, along with an annual catch by 
other nations of about 100 million pounds in North American waters, re- 
presents nearly one-half of the estimated stocks - a very high rate of 
utilization. 2 


Haddock fishing and processing is subject to the same season- 
al and technical factors as in the case of cod. Most of the catch is 
taken with drag nets, The production pattern is one of summer peaks 
and winter lows, while the price pattern is the opposite. Haddock are 
of smaller average size than cod, consequently the labour cost of file 
leting is usually somewhat higher per pound of fillets. Automatic fil- 
leting machinery, however, has made it economic to fillet very small 
haddock (sometimes termed "pying-pongs"), often in the round just as 
they come from the water, for the production of frozen blocks or slabs 
for fish sticks. 


The flesh of haddock is so much like that of cod that many 
American buyers prefer to have the skin left on the fillet as a means 
to be sure that it is haddock, The yield of fillets from the head-on 
dressed weight of haddock as landed is perhaps two percentage points 
higher than that on cod, and above 40% if the skin is left on the fil- 
lets. However, in some recent years landings have included a large 
proportion of very small haddock, which would have lowered the average 
recovery rate - particularly taking into account the "ping=pongs" land=- 
ed in the round. An average recovery rate of 35% is arbitrarily chosen 
for the purposes of this study. 


2. Disposition of the Catch 


The quantity and value figures for annual landings of haddock 
in the Atlantic coast provinces over the past decade are shown in Table 


1 Of course, little fishing takes place in the Gulf in winter months. 
2 Compare with the groundfish utilization table in The Commercial Fish- 


eries of Canada, p. 13, Royal Commission on Canada's Economic Pros- 
pects, 1956. 
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l. The greater part of the catch is marketed as fresh or frozen fil- 
lets and blocks - the latter eventually as fish sticks or portions. 
Some is sold in the fresh and frozen dressed forms and a small amount 
of smoked dressed haddock is produced = the true "finnan haddie". The 
residue from filleting, or offal, like that of other groundfish, is 
ground and dried into "whitefish" meal, a high-protein feed supplement. 


Canadian landings of haddock averaged 128.8 million pounds a 
year for the five years 1954 to 1958, inclusive. Fresh and frozen had- 
dock fillet production averaged 40.1 million pounds during the same 
period. Assuming a recovery rate of 35%, fillet and block production 
would account for landings of about 115 million pounds a year. For the 
Maritimes, smoked dressed haddock production might take more than a 
million pounds a year, and fresh and frozen dressed nine or 10 million 
pounds, landed weight.2 The utilization figures for Newfoundland are 
not known, and the Quebec catch of haddock was of minor importance in 
the total. 


About two-thirds of the total Canadian production of fresh 
and frozen haddock fillets and blocks in recent years was exported to 
the United States. The proportion of fresh haddock fillets retained in 
Canada, however, was quite high - about 85% for the five years 1954 to 
1958, compared with 25% of the production of frozen fillets and blocks. 
The domestic disappearance of haddock fillets and blocks has, in fact, 
doubled during the past decade, and the apparent consumption per head 
of population is now around nine-tenths of a pound per year. Annual 
figures for production, changes in stocks, exports and (the residual) 
domestic disappearance are presented in Table 2. 


30 Conditions of Production and Sale by Fishermen 


Haddock, like cod, are gutted on the deck of the trawler or 
dragger and then stowed, packed with ice, in the pens below-decks. 
When landed, they are culled or graded according to size, usually in 
two price classifications - "haddock" or "large haddock" and "scrod", 
In July, 1957, for instance, the price paid in Lunenburg, Nova Scotia, 
was 5¢ a pound for haddock and 23¢ for scrod haddock, while in Halifax, 
large haddock brought 44¢, scrod 23¢, and "shack haddock" 2;¢. In the 


1 The yearly figures appear in Table 2 of the cod study, and are in- 
cluded in Table 2 following. 


2 The conversion figures used are: 170 lb. head-on gutted weight to 
100 1b. smoked dressed; 130 lb. to 100 lb. fresh and frozen dressed. 


3 As described in the study on cod, this is the most common form in 
which haddock are landed. Other forms in which the fish are landed 
or sold by fishermen range from the round to processed forms, but 
the major part of the catch is sold to filleting plants in the head- 
on gutted state, 
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TABLE 1. ANNUAL CANADIAN LANDINGS AND LANDED VALUES 
OF HADDOCK, BY PROVINCES, 1949 TO 19584 


Canadian 
Atlantic Prince 
Coast Edward Nova New 
Year Total Newfoundland” Island Scotia Brunswick Quebec® 


A. Landed Weight in Thousands of Pounds 


1949 46, 580 2 76 45,404 1,100 - 

1950 47,319 e 128 46,213 978 = 

1951 55,990 = 299 53,355 2,332 L 
1952 54902 am 1,153 51,198 2, 5h 7 
1953 72,969 14,489 2,329 52,794 35345 12 
1954 117,989 he, B17 0) BONS «| GipeBb7 Perl y251. 10 
1955 135,573 RI SO7m wn aT s Mcrae a89 WiBys 5a Lh9 
1956 155,390 G2)26hul LebeS78dd TO8ThTSbe-cwS, 128 279 
1957-131, 638 Ly 5007 1,662 83,764 2,055 150 
1958 103,358 30,760 2,655 66,798 3,092 53 


Be. Landed Value in Thousands of Dollars 


VLRO gs 2s tee 
1950 2,365.6 


220 2,065.26 550 = 
643 2929429 Coes - 


1951 2,668.6 2 te eee ey Drea ice O.1 
1952 2s leneO = Dek 2552420 145.3 Os2 
1953 3,000.8 1,552 GEO Un nee o0Ge mun tee 0.3 
1954 Legelowh, Lib e7 TA2e3 2512900 180.7 eo 
19D y32502 1,392.0 dhol 2972609 136.2 16.0 
1956 4 86169 1,64968 70.9 2,999.0 1343 769 
LOST 209 9 1,000.0 64.02 3,040.3 LOL el 43 
1958 4,091.0 713.0 118.00, 015 $066.0nr 19060 3.0 


C. Average Value per Pound, Landed Weight, in Cents 


1949 Leb — 26 hed 50 = 

1950 5.0 - he9 5.0 607 - 

IS. 48 - hed eT DoT 205 
1952 SO) = heb hed Sed ae? 
1953 Nel el. hel ek hed 205 
1954 heh 208 he? 4o0 4e3 20 
I ee 302 207 30 305 Aol 326 
1956 Sel 206 326 Zoh 4o3 28 
1957 302 203 309 326 hed 209 
1958 4.0 23 hel hob 6.1 he7 


a D.B.S., Fisheries Statistics of Canada, Preliminary figures for 1958 
from the D.B.S., Monthly Review of Canadian Fisheries Statistics. 

b Newfoundland landings not included until 1953. 
Quebec haddock landings included with other species in 1949 and 1950. 
Because of the rounding of the small annual quantity and value fig- 


ures, the average value per pound for Quebec is not necessarily ace 
curate to tenths of a cent. 


TABLE 2. 
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CANADIAN PRODUCTION, EXPORTS AND DOMESTIC DISAPPEARANCE OF 


FRESH AND FROZEN HADDOCK FILLETS AND BLOCKS, 1949 TO 19584 


Annual Production of 


Change in Frozen 


_Fillets and Blocks Stocks during Year Amount 
Year Fresh Frozen Total Increase Decrease Marketed? 
millions of pounds 
(1) (2) (3) (4) (5) (6) 
1949 ED 13.0 2004 md Of3 20.7 
1950 7.6 D2 oe 20.0 Oral = 19.9 
1951 8.9 D5 WAS ORS} = 18.0 
1952 TAS) 255 19.5 OF = 18.8 
1953 Toh Ry ass 0.3 = 231 
1954 ‘Tel 30.2 ola Bed - 3304 
1955 729 35 ih te to eO = 250 4602 
1956 Can 39.9 h8e2 Oladk = 48.1 
LOS 8.3 IOetE weaver = eee h1e5 
1958 Tol Db BVA. O41 ‘ed Bivens 
eee ee ported ta Fr Domestic 
Frozen Frozen _Disappearance® __ 
Year Fresh Fillets Blocks Total Total Per Person 
millions of pounds (pounds 
(7) (8) (9) (10) (11) (12) 
1949 ~~ 336 — 13.6 etl: «D3 
1950 - 13.0 ~ 13.0 6.9 wi!) 
1951 Les 6.8 - 8.1 Teo e71 
1952 1.3 9sL ~ 10.4 Sok 058 
1953 9 12.3 - 1322 959 +67 
1954 Pts) ile $3 bas) Zee IMLS: ei 
1955 9 L7s9 13,0 314 14.8 oA 
1956 1.8 1h 11.0 30.9 17.2 ABA 
1957 JEAO) 20.2 seal Zled he2 286 
1958 eo 14.0 269 T8.2 1D 65 el? 


a Production data from D.B.S., Canadian Fisheries Statistics and from 
Canadian Fisheries Annual, 1959, Gardenvale, P.Q., Appendix, Section 


Five. Stocks and export data from D.B.S., Monthly Review of Canadian 
Fisheries Statistics. 1958 data are preliminary. 


A decrease in stocks represents a flow into the market, hence "Amount 
Marketed"* is the sum of production plus a decrease in stocks, or of 
production minus an increase in stocks. 


Domestic disappearance (Colum (11)) is the amount marketed (Column 
(6)) less total exports (Colwm (10)). The total is divided by the 
Canadian population figure, June 1 of each year, as reported in the 
Canada Yearbook, to yield a per capita domestic disappearance figure. 
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same month at Glace Bay, Petit de Grat and Louisbourg, Nova Scotia, 
large haddock brought the fishermen 4¢ and scrod 23¢; at North Sydney, 
"haddock" was 34¢. Round haddock at Glace Bay were sold for 2i¢, less 
10% (being ungutted). Ungraded haddock at St. John's, Newfoundland, 
were quoted at 3¢ a pound. 


Monthly weighted average prices of haddock landings in 1957 
and 1958 are presented in Table 3. Prices were generally higher in 
1958, which was a low production year for haddock, New Brunswick pri- 
ces were higher in part because much of the New Brunswick catch is in 
the Bay of Fundy area, where it goes predominantly into the fresh fil- 
let trade, The average values for some winter months are 1¢ to 2¢ 
higher than summer values in New Brunswick and Nova Scotia, reflecting 
the influence on price of relatively small winter landings. Winter 
prices for haddock in Halifax have been as high as 6¢ in late 1957 and 
1958, 6%¢ in 1952-53, and 64¢ in 1950. 


Some indication of the seasonal pattern of landings is given 
by the monthly landings and landed value figures in Table 4, from which 
the average values in Table 3 were derived. 


4e Processing 


A large proportion of the haddock catch is landed by draggers 
and trawlers. On this account the greater part of fresh haddock fil- 
lets is produced in plants which also produce frozen fillets. Fillet- 
ing is carried out with the same equipment and personnel used in file 
leting the other groundfish species; in fact, it is common practice to 
change from haddock to cod or flatfish in the same day, according to 
the supply situation. Consequently, it is difficult to allocate indie 
rect costs among the different species filleted. The direct labour 
cost of candling haddock fillets would be somewhat less than on runs of 
cod or plaice, because only a few candler-inspectors are needed; many 
of these may be put on the packaging line when the filleting line 
shifts to haddock. On the other hand, the filleters would have a lower 
production rate on haddock than on larger code Some estimates of plant 
operators place the labour-cost of filleting haddock about half-a=cent 
higher than that for cod: e.ge, 43¢ compared with 4¢ per fillet-pound. 
As suggested in previous discussion, the recovery rate is higher for 
haddock than cod: perhaps an average of 35% from all sizes for fillets 
and blocks combined, 38% in filleting large haddock, and 41% if the 
skin is left on the fillets. 


Haddock fillets are packed for market like cod fillets: 
fresh fillets separated by parchment paper and packed in 20«pound box» 
es; frozen fillets for the most part in onespound cartons, 48 to the 
master cartone 


Haddock offal going into fish meal production would approxi» 
mate two pounds for every pound of filleteweight. A slightly higher 
recovery rate than one-third for haddock would mean a slightly lower 
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TABLE 4. MONTHLY LANDINGS AND LANDED VALUES OF HADDOCK, 
CANADIAN ATLANTIC COAST AND SELECTED PROVINCES, 
1957 AND 19584. 


Canadian 
Atlantic Nova 
Coast Scotia 


Ae Quantity in Thousands of Pounds 


11,195 6,006 
16,985 8,678 
17,106 9,142 
22, 303 12,779 
15,013 75942 
44} 11,5 8,903 
6,516 5,973 
7,826 6,89), 
6,232 4,814 
Peo eZ hyh55 
5903 4361 
5 443k 3, 660 
3,623 2,879 
UW, 703 942k 
23, 72h 15,310 
12,779 7,406 
7,168 L487 
4.067 3,185 
h,822 3,128 
5,887 3,681 
9,689 byt. 
5 886 15496 


5 883 3,650 


New 
Brunswick 


164, 


Prince 
Hdward 
Island 


Newfoundland 
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TABLE 4. MONTHLY LANDINGS AND LANDED VALUES OF HADDOCK 
CANADIAN ATLANTIC COAST AND SELECTED PROVINCES 


1957 AND 1958 (Cont'd.). 


Canadian Prince 
Atlantic Nova New Edward 
Period Coast Scotia Brunswick Island Newfoundland 


B. Value in Thousands of Dollars 


1957 

Jane 353 218 h - A3L 
Feb. 517 323 b - 194 
Mar. 526 34,6 = - 180 
Apr 682 471 b = 2i1 
May 435 270 13 ak, E51: 
June 37% 305 ah L2 27 
July 215 195 16 2 1 
Auge 258 223 9 22 res 
Sept. 215 170 9 a3) PAL 
Octe 190 162 9 7 12 
Nove 25 174 9 - 32 
1958 

Jane 168 150 at = a7 
Febe 567 L443 b - 12h 
Mar. 901 700 b ~ 201 
Apr. 422 294, b b 128 
May 248 182 g ak 56 
June ela 178 23 10 b 
July mal) EG) 31 dul 2 
Auge 216 144 35 el 6 
Septe 253 170 26 oy 25 
Oct. 362 226 2h, 22 90 
Nove 2805 4 23.1 2h 9 18 
Dece 262 200 a7, 2 43 


eee fee tebe ee ee a eee Ss 
a Data from D.B.S., Monthly Review of Canadian Fisheries Statistics. 


b Less than one-half of the specified unit. 
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proportion of offal than in the case of codfish, but the difference is 
not great enough to warrant changing from the Zecent allowance off the 
raw material cost per pound that was used for cod fillets, based on an 
offal value of $7.50 a ton. 


5. Distribution: Processor to Retail 


The marketing chain is that described for cod fillets: from 
processor to commission agent or broker to wholesaler to retailer, 
restaurant or hospital. The wholesaler or retailer may buy directly 
from the processor. 


Canadian official wholesale and retail price quotations are 
available only for fresh unwrapped haddock fillets. Taking October, 
1957, quotations for Toronto as an example, the wholesale price was 
4O¢ and the retail price 60¢. At that time the fishermen received 5¢ 
a pound for haddock on the wharf at Halifax; the raw material cost of 
fillets was, therefore, in the neighbourhood of 15¢ a pound, less 
three-quarters of a cent for the offal - say 14¢. Processing costs of, 
say, 6¢ would bring the f.o.b. plant price to 20¢ and the Toronto 
wholesaler's cost to about 25¢ after allowing for transportation and 
brokerage. In this case, his markup would be 15¢, or 372% on his sele 
ling price. 


The average value at plant of the production of fresh haddock 
fillets in Maritime plants as reported to the Dominion Bureau of Sta- 
tistics, was about 26¢ for 1955 and 1956 - considerably above the 
f.o.b,. plant value of 20¢ used in this illustration. 


The average Maritime plant value of frozen haddock aes; 
from plant reports, was 233¢ a pound for 1954, 223¢ for 1955, and 185¢ 
for 1956. The 1956 reported plant values per pound can be compared 
with the wholesale price quotations in Table 5. 


Taking the f.o.b. plant value of frozen haddock fillets to 
be the same as that of the fresh fillets, 20¢, the Toronto wholesaler's 
cost might be about 223¢, carload express and brokerage paid, and his 
markup about 10¢, or 31% on a selling price of 32¢. 


6. Retailing 


The section of the study on cod fillets, describing the re- 
tail marketing system, is applicable also to haddock fillets. The 
problem of a relatively small volume of product in the domestic distrie 
bution system is illustrated by the domestic disappearance figures in 
Table 2. It is apparent, however, that the Canadian consumption of 
haddock fillets has been increasing during the past 10 years, while 
cod fillets have been losing ground. 
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TABLE 5. WHOLESALE PRICES, FROZEN HADDOCK FILLETS 


(Cents per Pound) 


October October April 
1956 1957 1958 
Boston (Canadian and 
Domestic Fillets) 

Skin-off, 1 1b. ~ 30=33 3638 

5 lbe 26-28 28=31 33=35 

Skin-on, 1 lb. - 27=30 3436 

5 1b, 2325 2528 31-33 


Toronto (White's Fish Co.) 
(April, 1957) 
Skinless, l-lb. tray ~ - 
5—lb. cello 32 By? Bh7 


7e Measurement of the Price Spread 


The data are presented in Table 6. The raw material cost is 
an unweighted rough average for the year, calculated by inspection 
from the monthly landed prices for large haddock at Halifax, and ad- 
justed to allow for an offal value of $7.50 a ton (one-quarter of a 
cent a pound off the raw material cost). The (unweighted) average 
wnolesale and retail prices of fresh haddock fillets at Toronto were 
divided by the factor 2.86 to obtain the wholesale and retail values 
equivalent to a pound of haddock, head-on gutted weight. 


The Halifax fishermen's share of the consumer dollar paid 
for fresh haddock fillets in Toronto was highest in 1950. In that 
year, the landed price was 6¢ during most of the summer and 63¢ in 
late fall and winter months. The fishermen's share was lowest in 1955, 
when the landed price of haddock remained at 4¢ from May to October, 
and was 5¢ in the other months, while Toronto retail prices were 5¢ to 
12¢ above those for corresponding months in 1950. For the past six 
years the fishermen's share has not varied far from 22%. 


On frozen haddock fillets, the fishermen's share of the ree 
tail dollar is somewhat larger, because the retail price is lower. A 
complete series of retail prices is not available to us, but taking, 


a es ey SL ae We GRE aS Ea op 
1 A recovery rate of 35% is equivalent to a recovery of one pound of 


fillets from 2.86 pounds of haddock as landed. 
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for example, a retail quotation of 41¢ a pound at Toronto in April, 
1958, the spread on a raw material cost of 17¢ for the previous month 
was 24¢, and the fishermen's share of the consumer dollar was about 


ble 


I The landed price in Halifax was 6¢ for haddock in March, 1958. It 


was 5¢ in April. 
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WHITEFISH FILLETS AND DRESSED WHITEFISH 


1. The Raw Material 


The common or lake whitefish (Coregonus clupeaformis) is re- 
lated to the salmon and trout families, and is one of several varieties 
of whitefish, but the only one of commercial importance in Canadian 
fisheries, The mature whitefish averages 18 inches in length and 24 to 
three pounds in weight, although larger ones are not uncommon, Matur- 
ity is reached in three or four years, but may take as much as eight 
years in cold water lakes, such as Great Slave Lake. Whitefish free 
quent the colder, deep water in the summertime, moving into shallower 
water in the spawning season, which begins usually in October and con- 
tinues until as late as January in the colder lakes, 


It is not known to what extent the ravages of the sea lamprey 
have reduced the numbers of whitefish in the Great Lakes; the Ontario 
catch has fallen off in recent years, but whitefish stocks are subject 
to random or cyclic fluctuations. In any case, the lake trout has been 
the lamprey's chief victim. Scientists have developed electric fences 
or weirs to kill the lampreys ascending tributary streams from the 
lakes to spawn, and two chemicals (phenols) have been discovered that 
will, in proper concentration related to the stream flow, poison most 
of the young lampreys in the mud of the stream bed (where they live for 
three or four years) without much damage to fish in the stream. This 
control work is being continued under the international Great Lakes 
Fishery Commission, 


Whitefish are sold mainly in the fresh or frozen, head-on 
dressed or filleted forms, The head is small, hence recovery rates in 
filleting are high in comparison, for instance, with codfish. The cur- 
rent recovery figure at Great Slave Lake is 50%. The rate varies wide- 
ly, being lower at spawning time. Water temperatures in the different 
lakes are important factors, since the colder water presumably delays 
development of the gonads, Fisheries Research Board of Canada data, 
for example, show a yield of edible flesh (skinless fillets) of 39.2% 
for whitefish from Lac La Ronge in February, 49.3% from Great Slave 
Lake in January, 51.4% from Lake Winnipeg in June, and 43.4% from some 
Saskatchewan lakes in March. For fillets with the skin left on, the 
yield figure would be nine to 12 percentage points higher. Under the 
circumstances, an average recovery rate of 45% for skinless fillets is 
a conservative estimate. 


Usually about 17% of the round weight is lost in gutting and 
less than 25% in beheading and gutting. However, glazing adds 8% to 
12% to the frozen dressed weight, Consequently, 110 pounds round 
weight to 100 pounds frozen dressed, head-on (91% yield) might be an 
appropriate conversion ratio, The average yield of fresh dressed 
whitefish from the round would be near to 83%, 
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2.e Disposition of the Catch 


In the catch statistics for the inland fisheries of Ontario, 
the Prairie Provinces and the Northwest Territories, there are wide 
ranges of reliability, arising out of the different methods and condi- 
tions under which they are collected, particular circumstances of gov- 
ernment administration, and the different forms in which the catch is 
marketed. In general, the user of statistics for these fisheries, ap-~ 
prised of the possible biases and aberrations, appropriately reserves 
and qualifies any conclusions he may base upon the statistics, 


However, the difficulties faced by the respective provincial 
government administrations and the heavy cost that would be entailed in 
establishing and maintaining a flow of accurate information concerning 
the catch from the hundreds of lakes on the Prairies and in Ontario 
should not be underestimated, The statistical reporting of the North- 
west Territories catch is simple by comparison, because Great Slave Lake 
is the only important centre of production, the number of fishermen and 
buyers is small, and practically the entire catch passes through the 
port of Hay River on its way to market. 


Landings and landed values of whitefish in Canada are reported 
to be as shown in Table 1 following. The annual average for the nine 
years 1949=57 was 24.6 million pounds of whitefish, worth $4.1 million. 
This was about 23% by weight, and 32% by value of landings of all fresh- 
water species, The proportions have been lower in recent years, vize, 
18% by weight, and 26% by value in 1956, and 21% by weight, and 27% by 
value in 1957. 


Whitefish exports for the same nine years averaged 17.5 mil- 
lion pounds of fresh or frozen dressed and nearly one million pounds of 
fresh or frozen fillets. These figures combined (using as conversion 
rates to landed weight 100/85 and 100/45, respectively) represent as an- 
nual average export of 22.8 million pounds of whitefish as landed - 
viz., 93% of landings. Domestic disappearance, then, would have been 
about 1.8 million pounds a year, or half as much in terms of edible 
weight - about one-fifteenth of a pound per head of population. This 
is a figure too low to merit confidence. Since export figures are rea- 
sonably accurate, the obvious conclusion is that the catch figures may 
be too low. 


The annual whitefish export figures for the decade 194958 
appear in Table 2, including computed average export values per pound. 
(It may be noted that the average export value per pound of whitefish 
fillets is not greatly different from that of dressed whitefish.) In 
the absence of production data, the export figures may be used as an 
indication of the trend in the production of whitefish fillets, showing 
some increase over the 10 years. In terms of the landed weight equiva= 
lent, fillets represented about 10% of Canadian whitefish exports over 
the decade, and about 12% in the last four years. 
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TABLE 1, ANNUAL CANADIAN LANDINGS AND LANDED VALUES 
OF WHITEFISH, BY PROVINCES, 1949 TO 19578 


Northwest 
Year Totalb Ontario Manitoba Saskatchewan Alberta Territories 


A. Quantity Landed _in Thousands of Pounds 


1949 22,509 7,063 4,220 3,542 1,828 SST 
1950 24,776 6,589 6,217 4389 2,411 5,071 
1951 26,506 .7,180 6,125 5,852 2,703 4,580 
1952 27,894 94.26 5,758 5,639 34159 3,831 
19535b £25 75719 SP 1LO;2Ly 4539 3,889 3,021 3,866 
1954 = 24,577 6,844 55297 5,196 3,180 4,019 
1955 21,990 4451 5,184, 5,008 2,686 4,600 
1956 22, 884 4yOL9 5, 52h 5 234 063 3,972 
1957 = 24,395 3,226 65482 6,423 3,962 h,302 


B. Value of Landings in Thousands of Dollars 


LOKI IE SLOT, OR6 593 282 205 327 
1950 4,021 H9z2 980 404, 291 408 
19SWi! Leh, 5300 tees 71 878 486 34.2 337 
1952 hy 7h9 2, 628 859 407 41h 1,26 
1953-43522, 704 690 304, 373 27h 
1954 = 4yh25 2,290 878 417 1,28 LOL, 
1955 0) 35726 i) beh, 62K 808 4,28 378 475 
1956 =. 3,636 = 1,403 72d 47h 538 488 
1957 3,604 + ~—«-1, 069 Bly 596 592 503 


C. Average Landed Value in Cents per Pound 


1949 15.6 295 14.0 8.0 11.2 507 
1950 16.2 2942) sROCLTsS 962 12.1 8.0 
195i: 17.1 Zheh 14.3 8.3 12.6 Tek 
1952 17.0 2769 1he9 702 13.1 11.1 
1955 17.0 26.5 1562 7.8 12.3 Tel 
1954 18.0 3305 16.6 8.0 13.5 10.1 
EID0 16.9 3605 1546 8.5 14.1 10.3 
1956 1529 34.06 13.1 Jel 1362 L2eo 
ey fe | 14.8 3301 13.0 93 15.0 11.7 


a Fisheries Statistics of Canada, 1957, Dominion Bureau of Statistics, 
Ottawa. 
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Totals include additional small amounts landed in Quebec and New 
Brunswick e 
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3. Location and Conditions of Production 


The bulk of Canadian fresh-water fish landings are made in 
Ontario, the Prairie Provinces, and Great Slave Lake in the Northwest 
Territories. Quebec, New Brunswick, and the Yukon have commercial in- 
land fisheries on a smaller scale. Whitefish occur in all of the prov~ 
inces and are the most important species in the commercial fresh-water 
catch. 


An indication of the volume of production in each of the pro- 
vinces is afforded by the quantities examined by federal Department of 
Fisheries inspectors, who are responsible for the inspection of all 
whitefish shipments to United States markets. Table 3 shows the amounts 
of whitefish inspected from the different provinces, and the districts 
in which inspection took place, during the four years ending March 3l, 
1957. Evidently, substantial amounts of Prairie fish are inspected in 
Ontario and Quebec, en route to eastern United States centres. 


In Table 4 are shown the percentages of the total volume of 
inspected whitefish contributed by the various provinces in those four 
years. The three Prairie Provinces supplied about oneehalf of the vole 
ume moving into the United States or into other provinces, Ontario a 
little more than one-quarter, An average of about 19 million pounds of 
whitefish a year was inspected during the four-year period ~ fillets 
being combined with dressed whitefish in the total weight. Canadian exe 
ports of dressed whitefish and whitefish fillets together averaged a 
little more than 18 million pounds a year for an approximately correse 
ponding foure (calendar) year period - either 1954-1957 or 1953=1956. 
Since re-inspected lots were not included in the statistics, no doubt 
the difference between inspections and exports represented inspected 
shipments that went into the domestic market. 


The seasonal nature of the fresh-water fisheries is reflected 
by the data in Table 5, which presents the monthly totals of whitefish 
inspected in all of the inspection districts during the four years to 
March 31, 1957. The peak production periods are July and August in the 
summer, and January to March in the winter. Winter weather seriously 
restricts fishing activities on the Great Lakes, but where the lakes 
freeze over on the Prairies and in the Yukon and Northwest Territories, 
winter and summer fishing are distinctly different operations. No fish- 
ing takes place during the fall freeze-up or in the spring while the ice 
is breaking up, but winter fishing operations get into full swing when 
the ice becomes thick enough to bear the weight of men and vehicles. 

The summer fishery begins when the boats can operate, provided there are 
passable roads, or other means, to take the catch out to market. 


Some fishermen may engage in the one fishery, but not in the 
other. The gear in general use is the gillenet, set from boats in the 
summer, and through holes in the ice in the winter. The winter fishery 
is carried on with horse- or tractoredrawn sleighs or cabooses, tracked 
snowmobiles called "bombardiers", and motor trucks. From some of the 
remote lakes, a tractor train of sleighs, with a heated caboose for the 
crew, may haul the catch 60 or 70 miles to the railway over routes that 
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TABLE 3. QUANTITIES OF WHITEFISH INSPECTED, BY PROVINCE OF ORIGIN AND 


DISTRICT OF INSPECTION, FOR THE YEARS 1953/54 TO 1956/574 


(Thousands of Pounds) 


Province District of Inspection 


Year of Ontario & Prairie Northwest 
Apre 1-Mar. 31 Origin Quebec Provinces Territories Total 
1953/54 N.W.T. 9 - 2,814 2,823 
Alberta NE PIRES) - 2,360 
Sask. 681 1,499 - 2,180 
Man. 1,274 3,017 ae ks 291 
Ontario 8,127 181 - 8,308 
Quebec Zl: @ - 21: 
Grand Total 10,113 7,056 2,814 195983 
1954/55 NeWele at = 35531 3,832 
Alberta 39 2,449 - 2,488 
Saske 654, 2,419 @ 3,073 
Mane 1,124 3,536 - 4,660 
Ontario Hb aTake, 620 - Sy) 
Quebec 39 o = Shed 
Grand Total 6,974 9,024 3,831 19,829 
1955/56 N.W.T. 20 18 ovale 3,812 
Alberta 18 25301 25019 
Sask. 798 25495 - 3,293 
Mane sea Bes 3,814 7 5,029 
Ontario 23992 713 - B5105 
Quebec 42 oe = 42 
Grand Total 5,085 9,341 Bete 18,200 
1956/57 NeW.Te 2 = 3,784 3,786 
Alberta 36 2,482 2,518 
Saske B75 3,128 Cad 35 503 
Man. 772 3,951 sg yt23 
Ontario 2,318 1,030 = 353h8 
Quebec eM = - Bil 
Grand Total 3.5500 10,591 3,784, 17,935 


a Data summarized by the Economics Service from reports prepared by the 
Inspection and Consumer Service, Department of Fisheries, Ottawa. 
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TABLE 4. QUANTITIES AND PROPORTIONS OF INSPECTED WHITEFISH FROM THE 


DIFFERENT PROVINCES, 1953/54 TO 1956/57 


Province Per Cent 
of Four-Year Annual of 
Origin Total Average Total 

(thousand 1b.) (%) 

N.W.T. 14,253 3,563 18.8 
Alberta 9,685 eshek E237 
Sask. 12,049 3,012 15-9 
Man. 18,703 4,678 2406 
Ontario 21,098 eer 2708 
Quebec £59 40 0.2 
Total TOs DL 18,987 100,0 
TABLE 5. MONTHLY AMOUNTS OF WHITEFISH INSPECTED IN ALL INSPECTION 

DISTRICTS, APRIL, 1953 TO MARCH, 1957¢ 
(Thousands of Pounds) 
ike Annual Per Cent 
Year (April 1-March 31 Average of Annual 

Month 1953/54 1954/55 1955/56 1956/57 1953-57 Average 
April 848 605 480 398 583 301 
May i508 903 Ti2 652 966 jel 
June 1,900 15677 15714 Ly2l5 627, 8.6 
July 2,850 Oe 2k 2,864 2,109 2,636 1349 
August 21055 2,526 2,350 B5272 2,551 1364 
September 1,427 Leite 1,366 452:50 1,424 qa 
October 1,197 851 688 2135 968 Sel 
November 1,422 id 64,2 779 1,005 5.3 
December 1,586 135659 1,410 fold 1,467 Ta 
January 1,496 2,144 2,Le2 2,142 1,976 10.5 
February o/s 1,914 1,783 1,866 1,860 9.8 
March 1,786 2,000 2,009 1,906 1,925 10.1 
Total 29-953" SLO; S29eni 16, 200: 175935 18,987 100.0 


a Source of data as given for Table 3. 
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would be impassable in summer. In some instances, particularly for the 
fresh fish trade, aircraft may be the only practicable method of trans- 
porting the fish, using pontoons or skis, according to the season, for 
landing on the lakes. 


An ingenious device called a "Jjigger" is used in setting the 
net under the ice. A hole is chopped and the jigger, with a line ate 
tached, is inserted and by jerking on a cord, is made to crawl along the 
underside of the ice. A second fisherman follows it by sound and another 
hole is cut to bring it out, drawing the line with it, perhaps a hundred 
yards from the hole where it went in. The line is then used to draw the 
gillenet under the ice until it extends from one hole to the other, 


The fishing boats in use on the Great Lakes are mainly closed~ 
in steel~hulled steam or motor-driven "fishing tugs" 50 to 70 feet long, 
but there are lesser numbers of motor-driven launches and sailboats or 
rowboats. On the Prairie lakes, motor-driven boats are used, usually 
about 32 feet long, and 20-foot skiffs, but the recent trend on Great 
Slave Lake has been towards larger boats 35 to 45 feet long, powered 
with a 30 to 70 hepe gasoline engine, with a deckhouse to shelter the 
crew, and capable of carrying up to five tons of fish. 


The scale of capital investment per fisherman, in fishing boats 
and gear, is generally low in the Prairie fisheries, and much of the 
equipment is provided by the fish company or buyer at the lake, particu- 
larly when the fishermen - Indians or whites » are part-time trappers, 
hunters or farmers. On some lakes, the most successful fishermen fin- 
ance their own operations and may even buy or, at least, pack and ship 
the catch of other fishermen. Great Lakes fishing enterprises using 
steel tugs require a heavy investment; fishermen may be owners or parte 
ners in the enterprise, or use boats and gear provided, all or in part, 
by a processing company. 


Licensing and other administrative provisions differ consider- 
ably among the provinces. In Ontario, licence fees are generally grad= 
uated, according to the maximum yardage of nets they permit, and are 
also an administrative aid in limiting the number of fishermen to prev= 
ious licence-holders, or to one individual or one Indian band on small 
lakes, Generally, a fee of $10 permits the fisherman to use up to 3,000 
yards of gill-net, $20 up to 6,000 yards limit, and $30 up to 9,000 
yards, On Lake Erie, two rates are in effect: at the east end of the 
lake, the licence fee is $125 (equivalent to about 36,000 yards of gille 
net), and the other rate is $50, for smaller operations, On important 
species =~ blue and yellow pickerel, lake trout, whitefish, and sturgeon 
= a royalty is also paid by fishermen, amounting to a quarter-cent a 
pound on production over and above five tons per 3,000 yards of net. 
(The exemption is 60 tons on a $125 licence.) Different systems are in 
effect on Lake Nipigon and on small inland lakes, and for pound nets. 


In Saskatchewan, Co-operative Fisheries Limited became, in the 
early months of 1959, the central selling and financing agent for 13 
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local co-operatives. It has taken over processing plants from the 
Government of Saskatchewan on long-term payment arrangements. The local 
co~operatives are autonomous in production, but do not engage directly 
in packing or filleting operations. These are contracted out to priv- 
ate operators at specified rates for the different operations - dressing 
and boxing, filleting, packaging, ete, The contractor must get a spec- 
ified yield in filleting and meet quality standards, subject to a pene 
alty if the recovery rate or quality standards are not maintained. 


In Alberta, a system of lake leases has been instituted, 
somewhat similar to the leasing of timber limits, Alberta Fisheries 
Products has been given a lease on certain lakes, calling for payment 
of a specified royalty on production (1¢ a pound for whitefish). The 
lease runs for five years with the option of renewal at the end of each 
five-year period, The lessee mst take a minimum amount of fish yearly 
to hold his lease, and a maximum is set, also, for each lake. There is 
no limit on the number of fishermen, nor on the yardage of nets they 
use, but all fishermen must be licensed and legal mesh sizes must be 
usede 


4. Assembly and First Sale 


Regional marketing patterns differ considerably. The fisher-~ 
men may sell to consumers, particularly in well-settled areas, or to 
pedlars who do so, but the larger part of the fresh-water catch is sold 
to dealers or processors, who may be also the exporters. Much of the 
frozen fish from the Prairie lakes is bought from the fishermen by tra- 
ders, who put the fish into cold storage and sell to wholesalers or ex- 
porters as the demand arises, The dealers may be also wholesalers and 
exporters, Fishermen sell to a packer on the lake, who may be an ine 
dependent buyer, but more often an agent for a company which finances 
his operations and guarantees a fixed return (of, say, 4¢ a pound on 
whitefish). 


On Lake Winnipeg, for instance, whitefish, after being packed 
with ice in boxes, is transported by barge and rail to Winnipeg, where 
it might be filleted or re-packed and exported as fresh dressed fish. 

The costs might include $1 to $2 a hundred pounds for freight by tug on 
the lake, and a dollar a hundred for handling charges at Winnipeg. From 
more remote lakes, aircraft are used to bring the fish in to railhead, 
for instance, at The Pas, Lynn Lake, or Flin Flon, at a cost of, perhaps, 
$5 to $8 per cwt., and shipment is by rail the rest of the way to Win-~ 
nipeg, at from $2 to $3 per cwt. in carload lots, 


When transportation costs are high, savings may be effected by 
carrying out filleting operations close to the source of supply. As an 
example of this type of operation, the Northland Fishing Company has a 


filleting plant at Island Lake, Manitoba, and operates its own fleet of 


1 Thus, the situation changed somewhat from that described in Volume II, 


Pe 264, of the Report of the Royal Commission on Price Spreads of 
Food Products. 
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aircraft, Fish from Island Lake and fish flown in from surrounding ter- 
ritory are filleted, and the fillets are flown out to Riverton and 
moved thence by truck or rail to Winnipeg. 


In Ontario, a number of fishermens* local co-operatives are 
active, packing, and in some instances, filleting fish for domestic sale 
or export. Processors and wholesalers buy from the fishermen and pack 
or fillet the fish for shipment, likewise, to the principal Canadian 
and United States markets. Some firms buy exclusively for customers or 
parent companies in the United States. Some Toronto wholesale-retail 
specialty fish stores prefer to buy directly from fishermen, and these 
may then smoke or otherwise process some of the fish before re-sale, 


On Great Slave Lake, half-a-dozen companies buy from the fish 
ermen on the ice or at his icehouse, or at the company dock or barge. 
Company boats in summer, and trucks and bombardiers in winter, bring 
supplies to the fishermen and haul the fish back to Hay River, the nor- 
thern terminus of the Mackenzie Highway. From this point, transporta- 
tion is by truck to Grimshaw or Peace River, Alberta, and thence by 
train to Chicago, Detroit or New York. Few shipments are made directly 
from Hay River to United States centres by refrigerated truck, because 
of the scarcity of return loads. 


In the summer fishery on Great Slave Lake, an average day's 
catch for two men might be 3,000 pounds, mainly lake trout and white- 
fish. The fish are stowed below in ice as soon as they are caught. 

The boat is unloaded at the company barge, a floating factory moored to 
the shore at the temporary summer base camp, where the fish are cleaned 
and dressed or, at some points, filleted, and packed again in ice in 
shipping boxes for the journey to market. The boxes are lowered into 
the refrigerated hold of a freight boat for the trip across the lake to 
Hay River. 


Handling of the winter catch depends upon whether it is to be 
sold as "fresh" or "frozen", Fresh fish are cleaned as quickly as 
possible on the ice and loaded into a heated caboose or snowmobile; 
more often they are taken back to Hay River and dressed under more come- 
fortable conditions. Care has to be taken to prevent the fish from 
freezing during transportation in sub-zero weather. Fish for the frozen 
trade are dressed immediately on the ice and allowed to freeze. The 
holding and transportation of frozen fish presents fewer problems, ex 
cept those entailed by mild weather. 


The price paid to the fishermen is influenced by a number of 
factors, including the market demand-supply situation and the degree 
of competition among local buyers, quality differences or market prefer 
ences for fish from certain lakes, differences in transportation costs, 
and differences in the form in which the fish is to be marketed. As 
indicated by the monthly inspection data for whitefish in Table 5, the 
supply varies quite widely from month to month. Variable supply, in 
conjunction with uncorrelated peaks in the demand for fresh-water fish 
during Lent and the Jewish religious holidays, results in wide seasonal, 
weekly, or even daily variations in market prices. Also the Jewish pre- 
ference for fresh whole fish results in premium prices for fresh 
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dressed whitefish, and although that preference is declining, the price 
of whitefish fillets still tends to range below what would be a compare 
able price in terms of edible weight and the cost of filleting. 


Quality differences are exemplified by the United States mar~ 
ket preference for whitefish from Lake Erie, Georgian Bay, or Lake 
Superior! Lake Erie fishermen get higher prices for whitefish than 
other Ontario producers, in part because of this market preference, in 
part because practically all Lake Erie whitefish are sold in the fresh 
dressed market, rather than frozen. Similarly, Lake Winnipeg whitefish 
are sold at premium prices in the fresh form, whereas whitefish from 
some of the northern Prairie lakes have flesh of a darker hue and rate 
much lower in consumer preference. 


Regional advantages in transportation costs are important, and 
so is the time element in marketing fresh fish. The lakes that are ine 
accessible by road or railroad have to depend on air freight, or pose 
sibly on snowmobiles or tractor trains in the winter, Fish destined 
for the fresh market would have to bear the cost of air transportation 
at least part way. Because of distance, poor transportation facilities, 
and the necessity for extra handling (e.g., in trans-shipment), the 
fresh fish market is closed to some lakes, 


For these reasons, fishermen receive low prices for their fish 
in remote areas. However, filleting at the lake may reduce the shipping 
weight and consequently, the transportation costs, by one-half, and 
this, in conjunction with a low raw material cost, may make a filleting 
operation financially practicable, even though the fillets may be sold 
for little more per pound than dressed fish. 


The strong influence on the price of freshewater fish exer- 
cised by seasonal demand and supply factors is not shown in the annual 
average price figures in Table 1, but is evident in the seasonal catch 
data for the Northwest Territories (Great Slave Lake) in recent years 
(Table 6). Great Slave Lake fishermen sell their whitefish for much 
higher prices in winter than in summer, The summer fishery there has 
to sell fresh fish in competition with heavy production from the Great 
Lakes and other areas, but Great Lakes landings are small in winter and 
the Great Slave industry is probably better organized to ship out fresh 
fish in winter than many of the Prairie producers, Then, too, because 
of its relatively heavy production of lake trout, it has the advantage 
of tied sales; it is easier to sell a 20,000-pound (minimum) carload of 
fresh fish containing, say, 5,000 pounds of lake trout and 15,000 pounds 
of whitefish, than a carload of whitefish only. 


Another example of price variation, according to location and 
season, is provided by the average landed values at different Manitoba 
lakes, shown in Table 7. Quotations are for the summer season, unless 
otherwise specified. The Northland Fishing Company filleting plant is 


1 See price quotations in the Chicago Daily Fishery Report, Market 
News Services, Bureau of the Commercial Fisheries, U.S. Department 
of the Interior, 
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6. QUANTITY, TOTAL VALUE, AND VALUE PER POUND OF WHITEFISH 


LANDINGS, BY SEASONS, IN THE NORTHWEST TERRITORIES, 


1954 TO 19584. 


Winter Season 


December to March? 


Value 


per 


Summer Season 
May or June to September 


Value 


per 


Year Quantit Value Pound Quantit Value Pound 
(thousand €3 thousand) (é) (thousand ($ thousand) (¢) 


1954 
1955 
1956 
L9D7 
1958 


1b.) 


1,591 
1,980 
1,789 
1,868 
1,527 


255 
258 
232 
307 
249 


16.0 
13.0 
13.0 
1604 
16.3 


Lbs) 


1,127 
2,401 
2,275 
2,681 
1,846 


78 
156 
147 
268 
194 


a D.B.eSe, Monthly Review of Canadian Fisheries Statistics. 


b For 1954, January to March landings only are included. 


TABLE 7. 


All Lakes 


Lake Winnipeg 
~ Summer 


#» Fall 


Lake Winnipegosis 


-~ Summer 
Island Lake 
Moose Lake 


Sipiwesk 


Lake 


lb.) 


6,481 


1,097 


268 


Value to Fishermen 


843,946 13 

27,200 25 

53,540 20 
1,420 10 

19,445 Ls 
7,008 12 
4,107 12 


PRODUCTION, LANDED VALUE AND MARKETED VALUE OF WHITEFISH 


FROM SELECTED MANITOBA LAKES, YEAR 1957/58 


Marketed Value 


Source Production Total Average Total Average 
(thousand ($) (¢/1b. ) ($) (¢/1b.) 


1,729,056 


4438 720 
107,080 


2,840 
77,778 
14,016 


27 


40 
40 


20 
18 
2h 
24 


a Preliminary data by courtesy of Fisheries Branch, Manitoba Depart- 
ment of Mines and Natural Resources, 


Period Ending March 31st, 1958, Fisheries Branch, which shows larger 


landings for Lake Winnipeg and Lake Winnipegosis. 


See also Annual Report for 


560 


located at Island Lake, The production at South Indian, Sipiwesk and 
Moose Lakes is fresh dressed fish. 


5 Processing 


Not much processing is required in packing frozen dressed 
whitefish; as previously stated, the winter fishermen may dress and 
freeze the fish on the ice, and it may be kept under natural refrigera-~ 
tion until shipped to a central distribution point, such as Winnipeg. 
Naturally-frozen fish is, however, of poorer quality than quick~frozen 
fish. Glazing the frozen fish by dipping it in water is necessary to 
prevent desiccation during storage. The frozen fish is placed in shipe 
ping boxes for movement by rail or truck to market or into cold storage. 


More plant facilities, including ice storage, are required 
for packing fresh fish, although many of the existing establishments 
are small, being little more than a shed in which the dressing and pack~ 
ing is done. Still more equipment is needed for producing fillets, 
particularly freezers if the product is to be frozen. Consequently, 
there are relatively few filleting plants, and some of these also pro- 
duce fish sticks and other specialties marketed through display freezer 
cabinets. The Canadian Fisheries Annual in its directory of fishing 
companies lists about 20 companies producing fresh-water fish fillets. 
About a third of these are in Ontario, and another third in Manitoba, 
Some plants may produce little or no whitefish fillets, but may fillet 
other species in more plentiful local supply, such as pike, pickerel, 
lake herring, or freshewater perch. 


A small but increasing proportion of the whitefish catch is 
filleted. The preference of Jewish customers has been for fresh whole 
fish, used for making "gefilte fish" in the home - a mixture of minced 
fish of several varieties with added spices, served in a ball or "patty". 
There is a trend, however, towards the marketing of ready-made gefilte 
fish, and for this fillets of pickerel, pike, whitefish and other freshe 
water species may readily serve as the raw material. Some increase in 
the marketing of whitefish fillets may be explained on this basis, and 
the making of gefilte fish by processor, wholesaler or retailer repre- 
sents another service added in the marketing chain, as required by 
changing consumer demands. 


The greater part of the production of whitefish fillets is in 
the frozen form, It would usually be uneconomic to fillet fish that 
could be sold in the fresh dressed form, because the fillets, whether 
fresh or frozen, would command a price little higher, or perhaps even 
lower, than the fresh dressed fish. For example, whitefish for which 
the fishermen received 14¢ a pound might be put on the Chicago market 
as fresh dressed for an additional 11¢, including 3¢ for boxes and ma~ 
terials and 8¢ for transportation, duty (3¢), brokerage and profit « 
iee., a cost to the Chicago wholesaler of 25¢. If this fish were fil- 
leted, a 50% recovery rate would mean a 28@cent cost for raw material 
(per fillet-pound), an estimated processing cost of 123¢ for filleting, 


561 


skinning, candling, packaging (including materials), and freezing, 43¢ 
for transportation, 1s¢ duty, and perhaps 5¢ for commission and profit 
~ making a laid-down cost of about 52¢ a pound. By the same rough 
method of calculation, fish for which the fishermen received 6¢ a pound 
could be filleted and delivered in Chicago or Detroit for about 35¢ a 
fillet-pound. 


The rule-of-thumb trade estimate of 124¢ for filleting costs 
may be wide of the mark, of course, for many processors. Filleting 
would reduce the weight for transportation by one-half, but the economy 
in transportation would be easily outweighed by a failure of the market 
price to reflect the gain in edible weight over the dressed form. 


Generally, freshewater fish filleting plants are not able to 
utilize the offal in fish meal production. Keystone Fisheries Limited 
of Winnipeg is the only one listed in the Canadian Fisheries Annual 
directory of fish meal producers. 


6. Distribution - Assemblers and Processors to Retail 


The speculative buying of frozen fish by dealers or traders 
is important in getting the fish off the ice and into cold storage bee 
fore the spring breakup, and in regulating the supply, in accordance 
with market demand. Brokers or commission agents likewise serve to 
smooth and adapt the market flow - an important function in a market as 
variable as that for fresh-water fish. In most domestic markets, bee 
cause of the small volume handled, the wholesale and retail markups 
could be expected to be high; a slow turnover means greater losses 
through deterioration on fresh fish items, particularly if consumption 
is predominantly a one«day-a-week (Friday) occurrence. 


No official Canadian wholesale price series is available for 
whitefish fillets, and no retail price series, either for Canada or the 
United States, presumably because the bulk of the trade is in fresh and 
frozen dressed whitefish. Some of the available series are brought tow 
gether in Table 8, limited for the sake of brevity to the two years 
1957 and 1958 For comparison, monthly quotations on frozen whitefish 
fillets, fiveepound cello pack, by a Toronto wholesale house were stable 
at 45¢ a pound throughout 1957 and 1958, and ranged from 42¢ to 38¢ and 
LO¢ for most of the intervening time, until the 45=cent level was reache= 
ed in the spring of 1956.1 Evidently, the wholesale price of frozen 
whitefish fillets was 3¢ to 7¢ lower in Toronto than in Chicago. It is 
also apparent that the prices of frozen whitefish products fluctuated 
much less widely than the price of fresh dressed whitefish, through the 
month or through the year. 


The Chicago wholesale quotations for "Alberta or Canadian" 
fresh dressed whitefish range much below those for the "Lake Superior" 


|) S di ee i SS es 

I Quotations by White's Fish Company, Toronto, Division of National Sea 
Products Ltd., through the courtesy of the Economics Service, Depart~ 
ment of Fisheries, Ottawa. 


TABLE 8. DRESSED WHITEFISH AND WHITEFISH FILLETS: 
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MONTHLY WHOLESALE 


PRICE RANGE AT CHICAGO AND AVERAGE WHOLESALE AND RETAIL 
PRICES AT TORONTO, 1957 AND 1958. 


(Cents per Pound) 


TORONTO@ CHICAGOD 
Fresh Frozen Dressed Frozen 
Dressed Dressed Fresh Fillets 
Whitefish Whitefish Whitefish Canadian 
Alberta 
Lake or 


Period Retail Wholesale Wholesale Superior Canada lelb. 5=lb. 


1957 

Jane 5965 
Feb. 5705 
Mar. 48.0 
Apr. 58,0 
May 6329 
June 5968 
July 57h 
Aug. 5609 
Sept. 5567 
Octe 5604 
Nove pyry 
Dec. 582 
1958 

Jane 58.2 
Feb. 5862 
Mare 61.2 
Apre 6367 
June 58.3 
July Shek 
Auge Shek 
Septe 57.0 
Octe 558 
Nove 5563 
Dece 5803 


31.0 
30.3 
33 03 
36.2 
3507 
3605 


29.2 
2902 
29.0 
2702 
258 
2509 
2509 
2526 
26.9 
2609 
2705 
28.2 


2702 
2762 
2662 
2602 
2622 
26.8 
26.8 
26.8 
26.8 
26.8 
268 
26.8 


93=70 
68-75 
75-80 
713"95 
62-68 
58-63 
Ow 5h, 
56-62 
62-75 
60-7, 
L3=75 
48=72 


5060 
60-75 
75=85 
58-100 
30-78 
A7=55 
Led k, 
23055 
56085 
60-70 
68=<75 
58=78 


33 e0h5 
L0=53 
35=53 
48—65 
LOwl,5 
38e/,5 
3210 
30—37 
30-45 
38=50 
30=35 
23055 


30-42 
30-4,3 
38=55 


35-10 
30-35 
36-38 
35055 
32-18 
40m58 
23045 


5052 
D0=52 
50052 
50=52 
50852 
50852 
56=58 
56-58 
D5=57 
55-57 
55057 
D9e57 


D5°57 
55057 
D5057 
556 
5hy—56 
5456 
5-56 
5h=56 
5h 56 
5m 56 
556 
Shy 56 


48-50 
4850 
48-50 
4850 
48-50 
4850 
50—52 
50=52 
D0@52 
50052 
50—52 
50—52 


a Averages of mid-month wholesale quotations and first-of=the-month ree 


tail quotations at Toronto, from Monthly Review of Canadian Fisheries 


Statistics, Dominion Bureau of Statistics, Department of Trade and 


Commerce. 


b Prices for sales in wholesale quantities by original receivers at 
Chicago, from Chicago Daily Fishery Report, Market News Services, 


Bureau of the Commercial Fisheries, U.S. Department of the Interior. 
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classification. Quotations under the latter heading occasionally are 
nominated "Ontario", and it is possible that the classification loosely 
includes all Great Lakes whitefish, as distinct from shipments from the 
Prairies ~- in recognition of a strong market preference for whitefish 
of Great Lakes origin. 


Winnipeg and Toronto wholesale prices include, of course, 
transportation costs into those markets, and export values similarly 
include some part of the freight costs, at least to the United States 
border. The cost of moving Great Slave Lake fish by truck from Hay Rie 
ver to railhead at Grimshaw, Alberta, has been reported as $35 a ton, 
net, and the railway carload express rate from Grimshaw or Peace River 
to Chicago is $5.15 per hundred pounds, or $5.65, duty paid, on dressed 
fish. Fresh dressed whitefish from Great Slave Lake can therefore be 
laid down in Chicago at a cost of about 7¢ a pound for freight. 


Sample rates from Winnipeg are as follows: 


Rate per 100 lb. 


LeCeLe Carload 

TO 

Toronto $5225 $4.40 
Windsor 5263 he82 
Montreal 5250 4.70 
Chicago 4.80 3.82 
Detroit 6.47 4.82 
New York 7.69 5.08 


The minimum weight per carload is usually 15,000 pounds, net, 
where there is competing highway transport. On less-than-carload ship~- 
ments, the express rate is charged on net weight, plus 25% for ice. 


Very little fish goes by railway express from Winnipeg to New 
York; it is cheaper to ship to Montreal by rail and by truck the rest 
of the distance, Likewise, it is cheaper to ship L.C.L. lots to Wind 
sor and truck the fish across the river to Detroit. 


The United States customsduty is 3¢ a pound on dressed fresh- 
water fish, and 14¢ a pound on the fillets. The discount on United 
States funds in converting them into Canadian dollars would also repre~- 
sent a cost to the Canadian exporter ranging up to 5% on the price re~ 
ceived in the United States. 


Inspection by inspectors of the federal Department of Fisher- 
ies is, by arrangement with provincial jurisdictions, compulsory for 
whitefish destined for export. Inspection of other freshewater species 
may be obtained by request, but is not compulsory. Canadian inspection 
standards are purposely stricter than the American, but probably because 
of sample variations, occasional lots of Canadian whitefish are pro- 
nounced unfit for human consumption by United States Health Department 
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authorities under the Food and Drug Act. Such shipments are usually 
seized and destroyed; sometimes they may be returned to the Canadian 
exporter, but the situation is apparently more complicated if the prod- 
uct has moved into interstate commerce. 


There is nothing at present to prevent whitefish that has been 
returned to the Canadian exporter, or whitefish that has been rejected 
for export by Canadian inspectors, from being sold on the Canadian mar- 
ket. 


7o Retail Distribution, Restaurants and Institutions 


There is little data on the distribution pattern of whitefish 
in Canada, nor on the volume of consumption in the various regions ~ 
but it is in total, as stated in Section 2, very small - apparently 
somewhat less than two million pounds a year. Much of the fresh white~ 
fish is sold through wholesale-retail specialty stores in the larger 
cities. Fresh and frozen fillets are sold, like those of other species, 
through display cabinets in retail stores. A considerable volume of 
frozen dressed fish, including whitefish, may be sold by dealers or 
pedlars by house-toxhouse delivery on the Prairies - a similar method 
of distribution, the extensive soecalled "mail-order" fish trade, is 
used in the American mid-west. Much local consumption by Indian bands 
and white fishermen and even some local sales may have been omitted 
from the statistics. 


8. Measurement of the Price Spread 


According to the Toronto price quotations, the monthly whole- 
sale-toeretail price spread on fresh dressed whitefish has ranged bee 
tween 25% and 55% of the retail price. Based on three-month moving 
price averages (the wholesale average centred, and the retail average 
lagged) the wholesale-retail spread was somewhat narrower + usually in 
the range of 30% to 40% = but higher markups were registered in the sum- 
mer months, reflecting the increased risk of spoilage in handling fresh 
fish in warm weather. 


A few price quotations obtained by special investigations in- 
dicate that the Toronto retail price for fresh dressed western whitefish 
was 43¢ to 45¢ in January, 1959, compared with a wholesale price of 15¢ 
to 25¢. The markup was therefore 42% to 67% of the retail price. The 
retail price in Winnipeg ranged between 25¢ and 59¢ a pound during 
1958, the average being about 33¢ in the last four months of the year, 
and somewhat higher in the spring. Railway freight or express rates 
from Winnipeg to Toronto would represent a cost of from 43¢ to 63¢ a 
pound. 


Wholesale price quotations in Toronto for Great Lakes white- 
fish ranged from 60¢ to 90¢ a pound in late January, 1959. However, 
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comparison of landed values of whitefish from Lake Erie or other Ontario 
sources with the Toronto average wholesale price quotations indicates 
the futility of trying to measure price spreads without specific infor- 
mation as to the origin of the fish and the price paid to the fisher- 
men; the Toronto wholesale price was frequently less than the landed 
value reported for Lake Erie whitefish. In the absence of adequate in- 
formation, it may be surmised that most of the whitefish sold in Toronto 
was of western origine 


A sample fishermen price-retail price spread for Manitoba 
fishermen can be computed, assuming the average retail price in Toronto 
to have been near to 45¢ a pound for western whitefish in late 1957, 
and assuming that Moose Lake fresh dressed whitefish was shipped to 
Toronto. Moose Lake whitefish brought the fishermen 12¢ in the summer 
of 1957, which was close to the Manitoba average of 13¢. (See Table 7.) 
Accordingly, the Moose Lake fisherman received about 27% of the Toronto 
retail value of his product. 
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